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Annual Statement for the year 2008 of the H EALTH MARKETS | NS U RAN C E CO M PANY
ASSETS

Current Year Prior Year
1 2 3 4
Net Admitted
Nonadmitted Assets Net
Assets Assets (Cols. 1-2) Admitted Assets
1. BONAS (SCHEAUIE D)..oovvereeercerrcerreeeseeeseeessessessseesssessssssssssssesssssssssssssssssssssssssssnes | sosesssesssneees 6,637,998 | ...oeoreeerernreineenrnnenns | e 6,637,998 | ...coooorrrernn. 7,125,336
2. Stocks (Schedule D):
2.1 PrEferred SIOCKS. ......cvuieecieiriiirieriseereec et ensesnsssninenen | siessnenssenieninensessessens | sersessssenesness e | sereesiesess e (U RN
2.2 COMMON SIOCKS.....veuurerarrererrireessesisensesssseesssessseessessssesssesssesssesessesssessssnnes. | seseessssesssnessssnssssessssenses | nessssesssnessssnesssnessssssssses | seresmerenesssssesmsenssnnnns (U RN
3. Mortgage loans on real estate (Schedule B):
BT FIISHIENS ..o [ s | s | e (U O
3.2 Other than firSt lIENS.........ccuciuiiricceriesiessrsssssssi e neisseessessnes [ ereemnesnesinesinessessessens | sessessssnssssssnsssssssnessnesens | sesenesenessessessesseessens (U OO
4. Real estate (Schedule A):
4.1 Properties occupied by the company (less §.......... 0
ENCUMDIANCES)...o.cvvviririseiieissteie st ssss st esses s ssesssssessesssssssssessenss | svsesssssssssessssssssesssssesses | sessessssssessesssssessessssssnsss | essessssssessssesssssessesens (O
4.2 Properties held for the production of income (less §.......... 0
encumbrances)
4.3 Properties held for sale (Iess §..........0 NCUMDIANCES).........c..oovververvecieerreieenes | cerveeeseseeseesieesieesiessias [ eveesesseeesesssesssenssessieens | sveerieeriessessessieesieenQ [ oo
5. Cash ($.....39,433, Sch. E-Part 1), cash equivalents ($
Sch. E-Part 2) and short-term investments ($.....2,300,443, Sch. DA)........cooveverrenreens | vovnrrenrennenn 2,339,876 | oo | 2,339,876 | v 2,249,817
6. Contract loans (including $..........0 PrEMIUM NOES)........coueveeveereereieeieeeieeeieenececeeneeeses | cerveeesieeseeseeseesiessiesnans [ eoeeriensesseessssseessenssenns | soenreesiessessiessiennenniQ [ eoveeiiensceesiessiee e,
7. Otherinvested assets (SChEAUIE BA)...........cocvcuiriiveiceeeesee e esssssessessnsens | ceveesssssssesesssssssesssssseses | sevessessessssssssssssssesssssnss | sesessesssssssessssssesseses (01 U
8. Receivables fOr SECUMLIES...........cccuviiiiciieiiieie s senes | ceviesisssisssesssisssiesssssens [ coresinesinesiesesesssnens | e (U PN
9. Aggregate Write-ins fOr iNVESIEA @SSELS........cuvvererrrrrrnrireieiseerresssreresessessessssesessssssssessnns | ersssissssssssssssssssssssessad [ [P {018 I 0
10. Subtotals, cash and invested assets (LINES 110 9)......ccoueveieuriereieieseeeeseee e [ v 8977874 | oo (1] IS 8,977,874 | oo 9,375,153
11. Title plants less §.......... 0 charged off (for Title INSUFETS ONIY)........cvererrienrerrireirerinririneens | cernnereenensessesiressnssnees | seessessessssesssssssssesssssssess | eeesssssessssnsssnssessesens (01 ST
12.  Investmentincome due and 8CCTUEM..............ccuuiiiieiiniiniiiiseissssssiessissiisies | eevereesissennees 127,848 | ..o | v 127,848 | ..o 133,802
13.  Premiums and considerations:
13.1 Uncollected premiums and agents' balances in course of COlIECHON. ...........cccuree [ cevverenerrneencrnerrnees | v | e, (U O
13.2 Deferred premiums, agents' balances and installments booked but deferred
and not yet due (including $..........0 earned but unbilled Premiums)...........ccoevveeee. | covvvererreiereeeneeeeeereieneies [ oo | cveesriiessiesessesssennens 0].
13.3  AcCrued retroSPECHVE PrEMIUMS.........cueverurireeireeeneeseeseissssssesssssssssssessssessssssesses | sesmssssessssssssnssssessssssnsses | sessesssssessessssssssessansnsss | sesesssssssessssessnssessasens (01 ST
14. Reinsurance:
14.1 Amounts recoverable from FEINSUIETS............ccririiieeierierineisesesnesnesinenes | rersessesssssssssssesiesens | oneeinesnesesessnssens | e (U OO
14.2 Funds held by or deposited with reinsured COMPANIES.............cccveeienieeriineeinees | e | e | crererieeesee s 0 [
14.3  Other amounts receivable under reinSUranCce CoNTaCES............cvwurveriercrinerininns | reriermenisssnersensesiesens [ e | s (U OO
15.  Amounts receivable relating to UNINSUTEd PIANS..........ccoevvcieieineiiesiesseesesssessssens [ s | s | e (O
16.1 Current federal and foreign income tax recoverable and interest thereon...........ccoccoeeeee | covevviveireinennen. 167,926 | ..oocvveeeeeeecresiens | e 167,926 | ..o
16.2 Net deferred taX @SSEL...........uvvrrrrinrrresesses s esesesssssessses | coesssesssnns 1,350,549 | ....oovvvvn. 1,218,910 [ oo 131,639 [ oo, 47,184
17.  Guaranty funds receivable Or ON dEPOSIL..........ccceveuivrieieicsiseee e seinis | cerensenesessssesies e 385 | oo | e 385 | oo
18. Electronic data processing equipment and SOMtWAre.............cccoeuveiererrereeeieeiieessieseseeens [ eereesiesesesesesesessesens [ eesressesssssssssssessessessssens | svvesesissessesessessesssseens (01 ST
19.  Furniture and equipment, including health care delivery assets (§.......... 0)errererrererierens | e | e | . (O TN
20. Net adjustment in assets and liabilities due to foreign exchange rates...........c.occeveeee | eovevereeieiceeeseiseeinsiees | e seeeens | evereeeeeses e 0].
21. Receivables from parent, subsidiaries and affiliates............cccocueeveereeieieiseieieiineiees | e [ e | e (O TN
22. Health care (§......... 0) and other amounts reCEIVADIE..............vrvrririrrrrrrieesrsierrnes | cevrerereesssssseessssssseess | consrersnsenssessnssesssssssnnes | sesesesssssssesssssssssessnnes (01 U
23. Aggregate write-ins for other than invested assets...........cccrieeienisieeeseieiees | e (01 RO (01 IR [V IS 129,931
24. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (LINES 1010 23).......covermreerreereeiereeeeeseessnsesssesssessseesssssssssssssssssssssns | sonneesssssenns 10,624,582 | ...ovvvvnenne. 1,218,910 [ .. 9,405,672 | ...ovverreenn. 9,686,070
25. From Separate Accounts, Segregated Accounts and Protected Cell ACCOUNtS...........cco. | ceveeveecrreriereeenciseiesseins [ e | e, (01 TN
26. TOTALS (LINES 24 @NG 25).......c.cverreereeereeeeeeeiseeessecesseeesseessssssssssessnessssssssssssssssssssssans | sormeessseeenns 10,624,582 | ... 1,218,910 [ .o, 9,405,672 | ....occerrreene. 9,686,070
DETAILS OF WRITE-INS
0901, eoeeteeerseees sttt sttt enes | sestsesssnessenssssentsansstnns | onnestnestenesssnsssnnntenssns | eeees et enenaas (1
0902, oottt n st | senssenssnensensss st enstens | rnenstenni s enntennens | e s (U OO
0903, oottt R bt | sentsesssnensesssssentnnsstnns | connentsentenesnsessnnnntnenens | et (1 R
0998. Summary of remaining write-ins for Line 9 from overflow page........c.cccecvevvvveveevvneees | v (01 (01 U (01 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (LINE 9 @DOVE).......cuivuieiieirienieniissienisiessisiesnes | e (1 [P (1N I [ P 0
2301. Goodwill on PUIChase 0f BONDS............c.vvemerriiriieeeineriereisessessesssesesssssssessassses | sesssessssnessnesssssssssessnns | sonsessseesssssessnssssnsssssssns | oneessmesssssssessssnesssnns (U I 129,931
2802, oottt | sestseesssnnns st nesstnns | onnentsentenessnessnentnnnens | et (1 R
2303, R
2398. Summary of remaining write-ins for Line 23 from overflow page.........cccocooevveveveveeeens | o (01 U (01 U (0 RO 0
2399. Totals (Lines 2301 thru 2303 plus 2398) (Line 23 @DOVE).......oviriirerreiriisisriisiseisnissiinnss | srsssesssssssssssssssssessenes (1 [P [ [ [V I 129,931




Annual Statement for the year 2008 of the HEALTHMARKETS |NSURANCE COMPANY
LIABILITIES, SURPLUS AND OTHER FUNDS

1 2
Current Year Prior Year
1. Aggregate reserve for life contracts $
included in Line 6.3 (including §..........
2. Aggregate reserve for accident and health contracts (Exhibit 6, Line 17, Col. 1) (including $
3. Liability for deposit-type contracts (Exhibit 7, Line 14, Col. 1) (including $.......... 0 Modco Reserve)
4. Contract claims:
4.1  Life (Exhibit 8, Part 1, Line 4.4, Col. 11ess SUM 0f COIS. 9, 10 @NA 11).....viuiieiiiiiiriieieieieie ettt b et sesas | sessssessessssssessesssssssessessessnsns | sesessessessssssessesssssssassessessnses
4.2  Accident and health (Exhibit 8, Part 1, Line 4.4, sum of Cols. 9, 10 and 11)
5. Policyholders' dividends $
6.  Provision for policyholders' dividends and coupons payable in following calendar year - estimated amounts:
6.1 Dividends apportioned for payment (including $
6.2 Dividends not yet apportioned (including §..........
6.3 Coupons and similar benefits (including §..........
7. Amount provisionally held for deferred dividend policies not included in Line 6......
8. Premiums and annuity considerations for life and accident and health contracts received in advance less $....
discount; including $.......... 0 accident and health premiums (Exhibit 1, Part 1, Col. 1, SUM Of LINES 4 @NA 14)........cocoiiiniririireinns | cerieieinsisseiensssenssssnnes | sersssesessssessesesesssssssesssnnees
9.  Contract liabilities not included elsewhere:
9.1 Surrender values on canceled contracts
9.2 Provision for experience rating refunds, including $.. 0 accident and health experience rating refunds.
9.3  Other amounts payable on reinsurance, including $.. 0 assumed and $ ..0 ceded..
9.4  Interest Maintenance RESEIVE (IMR, LINE B)........cuuiurururriuierrieeieeineie et sttt st ssse st ss s ensaen
10.  Commissions to agents due or accrued - life and annuity contracts $ .0, accident and health §.......... 0
and deposit-type contract funds §.......... 0.t
11. Commissions and expense allowances payable on reinsurance assumed.
12.  General expenses due or accrued (Exhibit 2, LiNg 12, COL B).........ccevviieiiieiiiiiereece et sssesens | sresens
13. Transfers to Separate Accounts due or accrued (net) (including $.. 0 accrued for expense
allowances recognized in reserves, net Of reiNSUTEd @lIOWANCES).........cciiuiviieiiiiisce ettt st ssaenes | sesbestessesssessessessssssessessssants | sesbessessesssssssessessssensesesnsnes
14. Taxes, licenses and fees due or accrued, excluding federal income taxes (Exhibit 3, Line 9, COL 5)......c.cvvuvveeveiicreieiieiieeieeeseiens | coeveeieiessieiessseenens 50,000 | .vovovererieieeeeseee s
15.1 Current federal and foreign income taxes, including $.......... 0 on realized capital gaiNS (I0SSES).......cevueviurirerreiiirrieieiieieeese e | e 93,633
15.2 Net deferred tax liability.......
16.  Unearned investment inCoOMe..........cccoevevriercverrerenieseisiens
17.  Amounts withheld or retained by company as agent or trustee
18.  Amounts held for agents' account, including $
19.  Remittances and items not allocated
20. Net adjustment in assets and liabilities due to foreign exchange rates
21.  Liability for benefits for employees and agents if not included above..
22. Borrowed money §.......... 0 and interest thereon §......... 0......
23. Dividends to stockholders declared and unpaid
24. Miscellaneous liabilities:
24.1 Asset valuation reserve (AVR Line 16, Col. 7)
24.2 Reinsurance in UNAULNOMZEA COMPANIES. .......c.evuiuiuireiseisiiisieiseissesses et sss sttt es st s st s st s s st s s s s b s s ssessesnsas | sessssestessessssessessessssansassessnsns | sesastessesssssnsessessessssansessesnsas
24.3 Funds held under reinsurance treaties with UNUNOMZEA FBINSUIETS..............cccieviueieeicicisee et ssse s sess | sessssessess s ses e es b sssse s ssnas | eevessessesssesses e ssssssaessseneas
24.4 Payable to parent, subsidiaries and affiliates.............cccoeovrvivrenns ..22,681
24.5 Drafts OUESTANAING. ... ..cererereerireireeseisiseesset ettt ees e sees et s et E s s s s es s et ssens | sebsebsessastsssessestenssestensansnsse | sbessnssessanssnssessastnssessantanenns
24.6 Liability for amounts held under uninsured plans
24.7 Funds held under coinsurance
24.8 Payable for securities
24.9 Capital notes §.......... 0 and interest thereon $ . .
25. Aggregate write-ins for liabilities...............c..cou..... .0 .0
26. Total liabilities excluding Separate Accounts business (Lines 1 to 25) 114,996 118,069
27. From Separate Accounts Statement
28. Total liabilities (Line 26 and 27) 114,996 | oo 118,069
29. Common capital stock............. .3,000,000 .3,000,000
30. Preferred capital Stock..........cccocvvieieiviieiececeen
31.  Aggregate write-ins for other than special surplus funds.
32.  Surplus notes
33.  Gross paid in and contributed surplus (Page 3, Line 33, Col. 2 plus Page 4, Ling 51.1, Col 1)....cveververeeerieriereeeceseesessevesesessenns | eeverresessensennnennn3y081,766 | v 7,257,098
34. Aggregate write-ins for SPECal SUMPIUS fUNDS.........cccvcveiuiieicicsie ettt b st s ssssensesnsanes | snsensesssssssessessssessesssssnsensssD | seresiesissessesesssssssessessssenees 0
35, UnasSIgNEd fUNAS (SUMPIUS).........ceveieerriireiieieisetes et sse st ssse s s sssss s sssssssesssssssessesssssssessessssssssssessessessssessesssssssesessnssssenss | sveesenssnsessessesnnssrdy 208,910 | ovvevereerierssssenns (689,097)
36. Less treasury stock, at cost:
36.1 ... 0.000 shares common (value included in Line 29 §......... ) OO P OO PO PP DUPPT TR
36.2 .. 0.000 shares preferred (value included in Line 30 §.......... 0]ttt ettt ssenrens | sbestes et st en sttt bentens | sbensesies ettt sns
37.  Surplus (Total Lines 31 + 32 + 33 + 34 + 35 - 36) (including $.......... 0 in Separate Accounts Statement)............ccceveveereeeceeseeieeees | e, 6,290,676 | ....cocoovrrrnnn 6,568,001
38.  Totals of Lines 29, 30 and 37 (PAgE 4, LINE 55).......ccueieieieieieiisisiee sttt st ben s s | evsesssssssassessssneas 9,290,676 | .ooverecerinas 9,568,001
39. Totals of Lines 28 and 38 (Page 2, Line 26, Col. 3) 9,405,672 | ..ovvvvvererrrnns 9,686,070
2501.
2502.
2503.
2598. Summary of remaining write-ins for Line 25 from overflow page
2599. Totals (Lines 2501 thru 2503 plus 2598) (Line 25 above)
3101.
3102.
3103.
3198. Summary of remaining write-ins for Line 31 from overflow page
3199. Totals (Lines 3101 thru 3103 plus 3198) (Line 31 above)
3401.
3402.
3403. ...
3498. Summary of remaining write-ins for Line 34 from overflow page.
3499. Totals (Lines 3401 thru 3403 plus 3498) (Line 34 above)




Annual Statement for the year 2008 of the H EALTH MARKETS | NSU RAN C E COM PANY

SUMMARY OF OPERATIONS

Current Year

2
Prior Year

©®NDR W~

10.
1.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.

22.
23.
24.
25.
26.
27.
28.
29.
30.
31.
32.
33.

34,

35.

36.
37.
38.
39.
40.
41.
42.
43.
44.
45.
46.
47.
48.
49.
50.

51.

52.
53.
54.
55.

Premiums and annuity considerations for life and accident and health contracts (Exhibit 1, Part 1, Line 20.4, Col. 1, less Col. 11)
Considerations for supplementary contracts with life contingencies
Net investment income (Exhibit of Net Investment Income, Line 17)....
Amortization of Interest Maintenance Reserve (IMR) (Line 5)
Separate Accounts net gain from operations excluding unrealized gains or losses
Commissions and expense allowances on reinsurance ceded (Exhibit 1, Part 2, Line 26.1, Col. 1)
Reserve adjustments on reinsurance ceded
Miscellaneous Income:

8.1 Income from fees associated with investment management, administration and contract guarantees from Separate Accounts...........
8.2 Charges and fees for deposit-type contracts
8.3 Aggregate write-ins for MISCEIIANEOUS INCOME..........curuuririeririeiieeeeise ettt s st sttt
Totals (Lines 1 to 8.3)....
Death benefits

Matured endowments (excluding guaranteed annual pure endowments)
Annuity benefits (Exhibit 8, Part 2, Line 6.4, Cols. 4 + 8)........c.ccocrvvenee.
Disability benefits and benefits under accident and health contracts
Coupons, guaranteed annual pure endowments and similar benefits...
Surrender benefits and withdrawals for life contracts
Group conversions
Interest and adjustments on contract or deposit-type contract funds
Payments on supplementary contracts with life contingencies
Increase in aggregate reserves for life and accident and health CONraCtS.............ccceveiveieiciciieie e
TOtAIS (LINES 1010 19)....uieieiiieeecict ettt bt st s bbb s e s bbb s bbb et
Commissions on premiums, annuity considerations and deposit-type contract funds (direct business only)

(Exhibit 1, Part 2, Line 31, Col. 1)
Commissions and expense allowances on reinsurance assumed (Exhibit 1, Part 2, Line 26.2, Col. 1)
General insurance expenses (Exhibit 2, Ling 10, COlUMNS 1, 2, 3@NG 4).......couoviiiieieieieeie sttt sans
Insurance taxes, licenses and fees, excluding federal income taxes (Exhibit 3, Line 7, Cols. 1+ 2+ 3).....cccveveiiecrieieveseeseessisnenns
Increase in loading on deferred and uncollected premiums..............
Net transfers to or (from) Separate Accounts net of reinsurance..
Aggregate write-ins for deductions..............ccoeverriererieirenns
TOtAlS (LINES 20 0 27)....cvvevieiieieisitsiieet ettt ettt es

Net gain from operations before dividends to policyholders and federal income taxes (Line 9 minus Line 28).
Dividends t0 POICYNOIAETS.........cocvuiviieieicic ettt es
Net gain from operations after dividends to policyholders and before federal income taxes (Line 29 minus Line 30)..........cccoeovvereirivrvennnnnn.
Federal and foreign income taxes incurred (excluding tax on Capital GAINS)..........cceuiuiviieiiiieieieiciie et
Net gain from operations after dividends to policyholders and federal income taxes and before realized

capital gains or (10SSeS) (LINE 31 MINUS LINE 32).......ccuiuuiuuririiiireiieieiseiieciseie sttt
Net realized capital gains (losses) (excluding gains (losses) transferred to the IMR) less capital gains tax of §..
excluding taxes of §........ 0 transferred t0 the IMR).........cocuireeiieeee e

CAPITAL AND SURPLUS ACCOUNT

Capital and surplus, December 31, prior year (Page 3, LN 38, COL. 2)........cccueuireieieieieeeee sttt
Net iNCOME (LINE 35).....vuvererieeireeresieeieieeieei et sssneeees
Change in net unrealized capital gains (losses) less capital gains tax of $.......
Change in net unrealized foreign exchange capital gain (loss) ....
Change in net deferred income tax
Change in nonadmitted assets
Change in liability for reinsurance in unauthorized companies
Change in reserve on account of change in valuation basis, (increase) or decrease (Exhibit 5A, Line 9999999, Col. 4).
Change N aSSEE VAIUGLON FESEIVE .........uiuureriiiecieiseeeret ettt s e as st £ s8££ s b 8 RE bbb bbbt
Change in treasury stock, (Page 3, Lines 36.1 and 36.2 Col. 2 minus Col. 1)
Surplus (contributed to) withdrawn from Separate Accounts during period...
Other changes in surplus in Separate Accounts Statement......

Change in surplus NOtES...........coevevevereiiereieie e
Cumulative effect of changes in accounting principles
Capital changes:

50.1 Paidin
50.2 Transferred from surplus (Stock Dividend)
50.3 TraNSTEITEA t0 SUMIUS.......vuiveieieeiicictetie ettt sttt s bbb s bbb bbb bbb sttt
Surplus adjustment:

B0 PG IN. ettt R SRR R bbbt
51.2 Transferred to capital (Stock Dividend)....
51.3 Transferred from capital..............ccovvneee.
51.4 Change in surplus as a result of reinsurance...
Dividends to stockholders.............cccevenivireriiininnee
Aggregate write-ins for gains and losses in surplus
Net change in capital and surplus for the year (Lines 37 through 53)
Capital and surplus, December 31, current year (Lines 36 + 54) (Page 3, Line 38)

.............. 684,975
.............. 183,974

9,568,001

.(199,901)] .

9,185,048
..... 173,890

(277,325)

....................... 382,953

9,290,676

.................... 9,568,001

DETAILS OF WRITE-INS

08.301.
08.302.
08.303.
08.398.
08.399.

Summary of remaining write-ins for Line 8.3 from overflow page
Totals (Lines 08.301 thru 08.303 plus 08.398) (LINE 8.3 @D0OVE). ... uuruuirererisiiarissisisse s ssssss s sess s sns s sesssss s sssssssansssssas

2701.  Penalties

2702.

2703. .
2798.  Summary of remaining write-ins for Line 27 from overflow page.

2799.  Totals (Lines 2701 thru 2703 plus 2798) (LINE 27 @DOVE). ... cuuruereruseersresresessssseeseessesssesesssessseseesessssssessessassssssessesssnssssssssesssssssssessssssnes

5301.
5302.
5303.

5398.  Summary of remaining write-ins for Line 53 from OVEMlOW PAGE........curuririurriieiinereiieecie ettt
5399.  Totals (Lines 5301 thru 5303 plus 5398) (LINE 53 @DOVE). ... cuurrererusrisiieieiierssseseeseessesseesssssessseseesssssns st sns st ssnses




Annual Statement for the year 2008 of the H EALTH MARKETS | NSU RAN C E CO M PANY

CASH FLOW

1
Current Year

2
Prior Year

© © N o g R~ w2

-
- o

N
o

13.

16.

17.

18.
19.

CASH FROM OPERATIONS
Premiums COllECted NEt Of FBINSUIANGCE..........cvuuiverrrireriieriresieese sttt
NEE INVESIMENTINCOME. ... ettt Rttt en
MiISCEIIANEOUS INCOME.......ooveuiiriiiiiierii it
TOtal (LINES 1 ThTOUGN 3)...vveeriiieiiecisieie sttt sttt s
Benefit and 10SS related PAYMENES..........c.iuiiicicie ettt sttt et st
Net transfers to Separate Accounts, Segregated Accounts and Protected Cell ACCOUNTS...........c.cuveeevervcveeeciceicvesieeee e
Commissions, expenses paid and aggregate write-ins for dedUCHIONS............cc.eeviiereivieiieieeeee s
Dividends paid to policyholders

Federal and foreign income taxes paid (recovered) net of §.......... 0 tax on capital gains (I0SSES).........cccvvvrrvrrrrrerrerrsrrreirererinns
TOtal (LINES 5 TATOUGN 9)...eevveriiei ettt en
Net cash from operations (Line 4 MINUS LINE 10)........c.ccueueieiieicirsieeiscteses ettt s s s es s ss s e s sssenen
CASH FROM INVESTMENTS
Proceeds from investments sold, matured or repaid:
12.1 Bonds
12,2 SHOCKS ... veveereseessereseesesse et R
12.3 MOMGAGE [0BNS.......ecereirieieeie ettt es e bbb s8R E bbb h bbb
124 REAIESIALE. ..o R R
12.5  Other iNVESIEA @SSEES. ...ttt
12.6 Net gains or (losses) on cash, cash equivalents and short-term inVeStMENts...........cc.ccceveveveereineeceseeses s
12.7  MISCEIIANEOUS PIOCEEAS.......ouveivereieciciie ittt bbbt st bbb bbb sttt
12.8 Total investment proceeds (LINES 12.1 10 12.7).......cveeieicreeeieeeses ettt st s sa e
Cost of investments acquired (long-term only):
1301 BONAS....cooeieeertes iR
13,2 SHOCKS ... vvvueveseeessereseceseess et s s8R
13.3 Mortgage loans....
134 REAIESIALE. ...
13.5  Other INVESIEA @SSEIS. .. vuuveurirrieeiseisiii bbb
13.6  MiSCEllANEOUS APPIICALIONS.........c.eviviieiicicieii ettt sttt ents
13.7 Total investments acquired (LINES 13.110 13.6)......currirrrrririnrinrireinsssiseese st sssssssssessesssssssssesssssssssessessasens
Net increase (decrease) in contract 10ans and PrEMIUM NOLES...........ccueviveiicieiieeie sttt bs s snbas
Net cash from investments (Line 12.8 minus Lines 13.7 MINUS LINE 14).......c.ovviorenrnrrernrneneisesnseseissesesessessssessssssessessssssesnns

CASH FROM FINANCING AND MISCELLANEOUS SOURCES
Cash provided (applied):
16.1
16.2
16.3
16.4
16.5
16.6
Net cash from financing and miscellaneous sources (Lines 16.1 to 16.4 minus Line 16.5 plus Line 16.6)...........ccceevevrrrrernnnne
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS

Net change in cash, cash equivalents and short-term investments (Line 11 plus Line 15 plus Line 17)........cccoevvveeerereerrrrennnns

SUIPIUS NOLES, CAPILAI NOLES.......cvecviieiericisctete ettt bbbttt st s st en s s bees
Capital and paid in SUIPIUS, 1€SS fTEASUNY STOCK. ..........euueererrireiireieiseerreieieess sttt
BOMTOWEH FUNGS......oooovircieieeii st
Net deposits on deposit-type contracts and other insurance liabilities..............ccewrrurrrininrnsineeeee e
Dividends to stockholders
Other cash provided (APPHEA).........cu ettt ettt sttt bbbt

Cash, cash equivalents and short-term investments:
191 BEGINMING O YBAI........cvieiecicece ettt bbbt b st bbb sttt s s s en s see e et enes
19.2  End of year (LIN€ 18 PIUS LINE 19.1)......cuuivuieieeieeieeeicieettcte ettt sttt es sttt ssenssnsanes

............................ 394,738 | oo 453,218
........................................ 8 | i3
............................ 394,746 | ..o 453,221

............................ 757,734

............................. (20,367))] ...ocoovvvvvveeeeeeeen.... 105,927

............................ 737,367 | v 258,388

........................... (342,621)| .ovvvverriiineninnnnn 194,833
2,045,000 6,850,809

......................................................................... 22,681

......................... 2,045,000 | ......ccoooovveeee....6,873,490

......................... 1,557,773 | .........................5,060,156
............................ 487,227 | ... 1,813,334
........................ (4,175,332)| ..cvvvvevreneennn.5,075,332

......................... 4,120,785 | ........................(4,118,948)
............................. (54547 cvvrieeenn......56,384
.............................. 90,059 | oo 2,064,551
......................... 2,249,817 | oo, 185,266
......................... 2,339876 | ........................2,249,817

Note: Supplemental disclosures of cash flow information for non-cash transactions:

[ 20.0001




Annual Statement for the year 2008 of the H EALTH MARKETS I N S U RAN C E COM PANY

ANALYSI§ OF OPZERATION BY LINES OF BUSINES

Ordinary 6 Group Accident and Health 12
3 4 5 Credit Life 7 8 9 10 1 Aggregate of
Industrial Life Individual Supplementary (Group and Life Credit (Group All Other Lines
Total Life Insurance Annuities Contracts Individual) Insurance(a) Annuities Group and Individual) Other of Business

Premiums and annuity considerations for life and accident and health contracts
Considerations for supplementary contracts with life contingencies.
Net investment income
Amortization of Interest Maintenance Reserve (IMR)
Separate Accounts net gain from operations excluding unrealized gains or losses

Commissions and expense allowances on reinsurance ceded

Reserve adjustments 0N reiNSUrANCE CEART.............cuu ittt
Miscellaneous Income:

8.1 Fees associated with income from investment management, administration and contract guarantees from S/A...........
8.2 Charges and fees for deposit-type contracts....
8.3 Aggregate write-ins for miscellaneous income.....
9. Totals (Lines 1 to 8.3)
10.  Death benefits...
11, Matured endowments (excluding guaranteed annual pure endowments)
12. Annuity benefits
13.  Disability benefits and benefits under accident and health contracts.
14.  Coupons, guaranteed annual pure endowments and similar benefits..............c.ccoeeinrirnirninnns
15. Surrender benefits and withdrawals for life contracts
16.  Group conversions
17.  Interest and adjustments on contract or deposit-type contract funds
18.  Payments on supplementary contracts with life CONNGENCIES............ccovverrrinriirineiniiseseisiei
19.  Increase in aggregate reserves for life and accident and health contracts....................

© N OA LN~

...388,681

20. Totals (Lines 10 to 19)

21. Commissions on premiums, annuity considerations and deposit-type contract funds (direct business only)
22. Commissions and expense allowances on reinsurance assumed.................. . .0
23, GENEral INSUIANCE BXPENSES..........vveruereessereressesssseressssesssses s s . 684,975
24, Insurance taxes, licenses and fees, excluding federal iINCOME tXES............orueririinrinriniiininrsis s . 183,974
25.  Increase in loading on deferred and uncollected PremiUMS..............ocriuriieeriiirrisersss s
26.  Net transfers to or (from) Separate Accounts net of reinsurance.
27.  Aggregate write-ins for deductions . .
28, TOtalS (LINES 20 10 27)......cvvvevuerrveeiicrssisisessss s s

29.  Net gain from operations before dividends to policyholders and federal income taxes (Line 9 minus Line 28)...
30.  Dividends t0 PONICYNOIAENS.............rviiiriiiriiii s nies

31. Net gain from operations after dividends to policyholders and before federal income taxes (Line 29 minus Line 30)..... IO O (481,827)
32. Federal income taxes incurred (excluding tax on Capital GaiNs)...........c...rwuereeereuemereserrieeressnesessssesssssessssssesssssesessseseses | sosnisnsenss (281,926)

33.  Net gain from operations after dividends to policyholders and federal income taxes and before realized
capital gains or (I0sses) (Line 31 MINUS LINE 32)...........rvuuuruuureeicreeiereiesnecseissessesesessessssesssesssssesssssssssssesssssssesssssesessns | avvessnsons (199,901)

08.301.  Other Income....
08.302.
08.303.
08.398.  Summary of remaining write-ins for Line 8.3 from overflow page .
08.399. Total (Lines 08.301 thru 08.303 plus 08.398) (LiN€ 8.3 @DOVE)............cveeevercrerrirreeeeeieeeieece et seeeeeeeeees

2701.  Penalties.......ccccoovvinennee.
2702.
2703. . .
2798.  Summary of remaining write-ins for Line 27 from overflow page
2799.  Total (Lines 2701 thru 2703 plus 2798) (Line 27 above)

(@) Includes the following amounts for FEGLI/SGLI: Line 1..........




Annual Statement for the year 2008 of the HEALTHMARKETS INSURANCE COMPANY
ANALYSIS OF INCREASE IN RESERVES DURING THE YEAR
1 2

Ordinary 6 Group
3 5 Credit Life 7 8
Industrial Supplementary (Group and
Total Life Life Insurance Individual Annuities Contracts Individual) Life Insurance Annuities

Involving Life or Disability Contingencies (Reserves)

(Net of Reinsurance Ceded)

1. Reserve DECEMDET 31, PHOF YEAI.......c.cuevueverieieeieieteee ettt nassans

2. Tabular net premiums or considerations

3. Present value of disability Claims iNCUITEA...........ccoviuereirireeessee s sesssssesssss s sssssnnas | sersesssssessssessssssessesssssessa 0 [ e | e | sersseseennnn
4. TADUIAI INTEIESE........cveeeeeeeie bbbttt sttt | erbsetben s 0 [ | e [ s
5. Tabular less actual rESEIVE rEIBASE...........cceveveveieeicieece ettt bess s sss e | cbessessesesssssssessssssses s snsenes 0 [ oo | e | eeeeresssinienes
6. Increase in reserve on account of change in valuation Dasis..............ccceueueieiciiesiecisereeseeeseiens | e 0 [ oo | e | ceeseresiniens

7. Other increases (net)

8. TOtAIS (LINES 110 7).ouiveieeieieiseteie ettt bbbttt

9. TADUIAI COSL.......ceveerceiie sttt essss st | cosirest et 0 [ oo [ [ e [ e XXX ererirerereenin [ e [ [,
10. ReServes relased DY dEath..........c.vinrrreecssissssssessee st ssssessesssssssssessssssssessens | onssessnsssssessassssssssessessnens (01 ST ISP ISR, 0.0, GRS SRR XXXt [ e [ e | v ) .0 G
11. Reserves released by other terminations (NEt)..........ocorerrrrrnrnieceresecsesseeseeeessssesesssesens | oeeseesnsene s esseseseens 0 [ e | et | ettt sens [ essesesissssses s sese s sessessesens | sesesissesses et tes e sestessesesenas | sbiesiesessese et es et bes s benssnas | eebeesesaes et saes
12.  Annuity, supplementary contract, and disability payments involving life contingencies............coeueeeees | coveviericviiccsecc, 0 [ eereieerieeeseeisisseeinnes | e esssenns | et ssssessens [ essesresissesses e sessesesessnsessesns | sessesssestes s tes et tessesessnss | sresesestes et es et es s bnssnns | nebeesesieses sttt nans
13.  Net transfers to or (from) Separate ACCOUNLS...........cceveieieruiieissiseis st stess e ssessssssens | siessesssssssssesssssssssessssessssas 0 | it ssiessiesieniensens | ersessesesssssssssesessenssnssessensans | ersessessiessessensanssesassasssnsisssens | artesssnsisssessossansesessensansansinss | eriessessessssiessensessessessansansnes | cresientonsassessessantnseestestansanss | ersesiesiessansnsiesiestensassesssansanes
14, Total deductions (LINES 910 13). ...ttt sttt sses s ssesss | sisssssssssssssessassssssessassensssas (01 PO (01 PO 0 | [0 [P PO (O [P [0 PR {01 PR 0
15.  Reserve December 31, CUMENE YBAN. ... ..ottt sss s ss s snsesssssbensesnsnssnses | srenssssssessnssssesnssnsesssansnes {01 RO 0 i 0 ] 0 ] (01 U (01 0 | e 0




Annual Statement for the year 2008 of the HEALTHMARKETS |NSURANCE COMPANY
EXHIBIT OF NET INVESTMENT INCOME

1 2
Collected Earned
During Year During Year

U.S. government bonds
Bonds exempt from U.S. tax
Other bonds (unaffiliated)
Bonds of affiliates
Preferred stocks (unaffiliated)
Preferred StoCKS Of @ffiliAES...........cceveeveiieeic ettt st
Common stocks (unaffiliated)
CommON StOCKS Of AfIIALES........c.cvueveiiiiicicse ettt bbbt bbbt
MOMGAGE I0NS. ...ttt
REAIESTIALE.......ceiece ettt R AR sttt s
CONTACEIDBNS.........oeveeeei ettt bbb s ettt s st s bbb et se ettt s st
Cash, cash equivalents and ShOM-terM INVESIMENES............cccvcicuieie ettt s
DEIVALIVE INSITUMENES.......cviviiieeiicie ettt ettt s et s et s bRt b st s s
OhEr INVESIEA @SSEES........ouvecvsieiieitcisetete ettt bbbt bbb bbb e ettt e b bbbt e s bt
Aggregate write-ins for investment income
TOtal GroSS INVESIMENE INCOMIE. ...ttt

Investment expenses

Investment taxes, licenses and fees, excluding federal INCOME tAXES.........vurerrrrerieeirriinrieieesie ettt
INEEIESE BXPENSE. ...eueeieciresee ettt b s8R R R ARt eeen
Depreciation on real estate and OthEr INVESIEA @SSELS...........uuiururiierirrieieieee ettt st b8 s b E bR s e e bbbt

Aggregate write-ins for deductions from investment income
Total deductions (Lines 11 through 15)

Net investment income (Line 10 MINUS LINE 16).........coiviuiuiieeiiiiisiieiie ettt st s sb bbbt

0901.
0902.
0903.
0998.
0999.

Summary of remaining write-ins for Line 9 from overflow page
Totals (Lines 0901 thru 0903 plus 0998) (Line 9 above)

1501.
1502.
1503.
1598.
1599.

PN
[ =a

—
Lo

sess

=]

Includes $.....20,226 accrual of discount less $.....20,337 amortization of premium and less $.....28,774 paid for accrued interest on purchases.
Includes §.......... 0 accrual of discount less §.......... 0 amortization of premium and less §......... 0 paid for accrued dividends on purchases.
Includes §.......... 0 accrual of discount less §.......... 0 amortization of premium and less §.......... 0 paid for accrued interest on purchases.

Includes §.......... 0 for company's occupancy of its own buildings; and excludes §.......... 0 interest on encumbrances.

Includes §.......... 0 accrual of discount less §.......... 0 amortization of premium and less §......... 0 paid for accrued interest on purchases.

Includes §.......... 0 accrual of discount less §.......... 0 amortization of premium.

Includes §.......... 0 investment expenses and §.......... 0 investment taxes, licenses and fees, excluding federal income taxes, attributable to Segregated and Separate Accounts.

Includes §.......... 0 interest on surplus notes and §.......... 0 interest on capital notes.
Includes §.......... 0 depreciation on real estate and §.......... 0 depreciation on other invested assets.

EXHIBIT OF CAPITAL GAINS (LOSSES)
1 2 3

Realized
Gain (Loss)
on Sales
or Maturity

Other
Realized
Adjustments

Total Realized
Capital Gain (Loss)
(Columns 1 +2)

4

Change in
Unrealized

Capital Gain (Loss)

5
Change in
Unrealized
Foreign Exchange
Capital Gain (Loss)

1.1
1.2
13
21
211

)
© oo ~No® o w O
NS

—
I

U.S. government bonds.
Bonds exempt from U.S. tax
Other bonds (unaffiliated)
Bonds of affiliates
Preferred stocks (unaffiliated)
Preferred stocks of affiliates
Common stocks (unaffiliated)
Common stocks of affiliates
Mortgage loans
Real estate
Contract loans
Cash, cash equivalents and short-term investments....................
Derivative instruments
Other invested assets
Aggregate write-ins for capital gains (I0SSES)........evrvvrrereereerneenes

Total capital gains (I0SSES).......cverurrrrrierreririieseeseiieiseiseieesnessenas

0901.
0902.
0903.
0998.
0999.

Summary of remaining write-ins for Line 9 from overflow page....
Totals (Lines 0901 thru 0903 plus 0998) (Line 9 above)...............




Annual Statement for the year 2008 of the H EALTH MARKETS | N S U RAN C E CO M PANY

Ex. 1-Pt. 1-Premiums & Annuity Considerations
NONE

Ex. 1-Pt. 2-Dividends & Coupons Applied
NONE

9,10



Annual Statement for the year 2008 of the HEALTHMARKETS |NSURANCE COMPANY
EXHIBIT 2 - GENERAL EXPENSES

Insurance 5 6
1 Accident and Health 4
2 3 All Other Lines
Cost Containment All Other of Business Investment

2. Salaries and Wages..........ccoeverriererierieinnnns
Contributions for benefit plans for employees...
Contributions for benefit plans for agents.....................
Payments to employees under non-funded benefit plans.....................
Payments to agents under non-funded benefit plans
Other employee welfare
Other agent welfare...........
41 Legal fees and eXPENSES.......cccviriiriiiireiieiesieeiss e esninees
4.2 Medical eXamination fEES.........cceuiuririeiisiese e
4.3 Inspection report fees.......cccouvverivrererersienennns
4.4  Fees of public accountants and consulting actuaries....
45 Expense of investigation and settlement of policy claims..
51  Traveling expenses...
5.2 AQVErtiSING......cccoererrieieesreieeeissiennes
5.3 Postage, express, telegraph and telephone..
5.4  Printing and stationery.........c.cccccoevvveveeeerennnnen.
5.5  Cost or depreciation of furniture and equipment...
5.6  Rental of equipment.........cccccovreviviererenienennns
5.7  Cost or depreciation of EDP equipment and software...
6.1 Books and periodicals............ccccevvveverereresierennns

6.2 Bureau and assoCiation fEES.........cccvwrurirrrrninieenese s
6.3 Insurance, except on real estate
6.4  Miscellaneous l0SS€S.........ccvvrrens
6.5 Collection and bank service charges.
6.6  Sundry general expenses..................
6.7  Group service and administration fees..
6.8 Reimbursements by uninsured plans....
7.1 Agency expense allowance...............
7.2 Agents' balances charged off (less §.......... 0 recovered)...
7.3 Agency conferences other than local meetings.............
9.1 Real estate eXpenses.........ccccovvvvvrereinennenns
9.2  Investment expenses not included elsewhere...
9.3 Aggregate write-ins for expenses..................

10.  General eXpenses INCUITEd...........vurerirererrernirnrinrisissessseeeesseseseesenens
11.  General expenses unpaid December 31, prior year
12.  General expenses unpaid December 31, current year......
13.  Amounts receivable relating to uninsured plans, prior year...
14, Amounts receivable relating to uninsured plans, current year...

15.  General expenses paid during year (Lines 10 + 11-12-13 + 14)...

09.301. Amortization of Intangibles............ccceeirinieieeieeese e
09.302. Data ProCessiNg EXPENSE. ......c.cuvrerrereuirnrsesseesssssiesesssessesssessessesssnns
09.303. oo
09.398. Summary of remaining write-ins for Line 9.3 from overflow page..
09.399. Totals (Lines 09.301 thru 09.303 plus 09.398)(Line 9.3 above)....

(@)  Includes management fees of $.....300,000 to affiliates and §..........

EXHIBIT 3 - TAXES, LICENSES AND FEES (EXCLUDING FEDERAL INCOME

i\

Insurance
2

1
Accident
Life and Health

3
All Other Lines
of Business

Investment

TAXES)
5

Real estate taxes.......
State insurance department licenses and fees..
State taxes on premiums............cccevvvevererrerennnnns
Other state taxes, including $ ..0 for employee benefits.
U.S. Social Security taxes...........cccoeveeerreerirrereerreennnns

All other taxes........ccocvvevrenes

Taxes, licenses and fees incurred.....
Taxes, licenses and fees unpaid December 31, prior year...
Taxes, licenses and fees unpaid December 31, current year.

©oONOORWN =

-
o

Taxes, licenses and fees paid during year (LineS 7 + 8 -9)....cccveieveierccreiieseeeessesennnas

EXHIBIT 4 - DIVIDENDS OR REFUNDS

2
Accident and Health

Applied to pay renewal premiums
Applied to shorten the endowment or premium-paying period
Applied to provide paid-up additions

Applied to provide paid-up annuities...
Total Lines 1 through 4....................

Paid-in cash................
Left On depOSit........oveveeeirrrierieieeeseies

Aggregate write-ins for dividend or refund options..
Total Lines 5 through 8..........ccccoevevvvvenirieiiennns
10.  Amount due and UnPaid...........ccceuruierrieiensinieieeseese s
11, Provision for dividends or refunds payable in the following calendar year....|
12, Terminal diVIdendS...........ocreuevmrinirieinincerseseeeeeenis
13.  Provision for deferred dividend contracts
14.  Amount provisionally held for deferred dividend contracts not included in Line 13.
15.  Total Lines 10 through 14

©ONOORWN =

16, TOMAI FTOM PIOT YEAT......ucvvieceiieieisi ettt et a bbbt b b s bbb bRt bbb bbb s bbb bR b bbbt et s b s
17, Total dividends or refunds (LINES 9+ 15 = 16)......cvueviuisieieiseeieee ettt sttt a st b st s et es e see s neenas

DETAILS OF WRITE-INS

0801. .
0802. .
0803.
0898. Summary of remaining write-ins for Line 8 from overflow page..
0899. Totals (Line 0801 thru 0803 plus 0898) (Line 8 above)...........

11




Annual Statement for the year 2008 of the HEALTHMARKETS |NSURANCE COMPANY
EXHIBIT 5 - AGGREGATE RESERVE FOR LIFE CONTRACTS
1 2 3 4 5

6
Credit
(Group and
Valuation Standard Total Industrial Ordinary Individual) Group

NONE

12




Annual Statement for the year 2008 of the HEALTHMARKETS |NSURANCE COMPANY
EXHIBIT 5 - INTERROGATORIES

1.1 Has the reporting entity ever issued both participating and non-participating contracts? Yes[ ] No[X]
1.2 If not, state which kind is issued..........
2.1 Does the reporting entity at present issue both participating and non-participating contracts? Yes[ ] No[X]
2.2 If not, state which kind is issued..........

3. Does the reporting entity at present issue or have in force contracts that contain non-guaranteed elements? Yes[ ] No[X]

If so, attach a statement that contains the determination procedures, answers to the interrogatories and an actuarial opinion as

described in the instructions.
* 9 2 908 2 008 3700000 0 *

4. Has the reporting entity any assessment or stipulated premium contracts in force? If so, state: Yes[ ] No[X]
4.1 Amount of insurance:
4.2 Amount of reserve:
4.3 Basis of reserve:
4.4 Basis of regular assessments:
4.5 Basis of special assessments:
4.6 Assessments collected during year: G
5. Ifthe contract loan interest rate guaranteed in any one or more of its currently issued contracts is less than 5%, not in advance, state the
contract loan rate guarantees on any such contracts.

6. Does the reporting entity hold reserves for any annuity contracts that are less than the reserves that would be held on a standard basis? Yes[ ] No[X]
6.1 If so, state the amount of reserve on such contracts on the basis actually held: G
6.2 That would have been held (on an exact or approximate basis) using the actual ages of the annuitants; the interest rate(s) used in 6.1; and
the same mortality basis used by the reporting entity for the valuation of comparable annuity benefits issued to standard lives. If the reporting entity
has no comparable annuity benefits for standard lives to be valued, the mortality basis shall be the table most recently approved by the

state of domicile for valuing individual annuity benefits: G
Attach statement of methods employed in their valuation.
7. Does the reporting entity have any Synthetic GIC contracts or agreements in effect as of December 31 of the current year? Yes[ ] No[X]
7.1 If yes, state the total dollar amount of assets covered by these contracts or agreements: G

7.2 Specify the basis (fair value, amortized cost, etc.) for determining the amount:

7.3 State the amount of reserves established for this business: G
7.4 |dentify where the reserves are reported in the blank.

EXHIBIT 5A - CHANGES IN BASES OF VALUATION DURING THE YEAR
1

Valuation Basis 4
2 3 Increase in Actuarial
Description of Valuation Class Changed From Changed To Reserve Due To Change

NONE

13




Annual Statement for the year 2008 of the H EALTH MARKETS | N S U RAN C E CO M PANY

Ex. 6-Aggregate Reserves for A&H Policies
NONE

Ex. 7-Deposit-Type Contracts
NONE

Ex. 8-Pt. 1-Claims-Liability End of Current Year
NONE

Ex. 8-Pt. 2-Claims-Incurred During the Year
NONE

14, 15, 16, 17



Annual Statement for the year 2008 of the H EALTH MARKETS | NS U RAN C E CO M PANY

EXHIBIT OF NONADMITTED ASSETS
1

2 3
Current Year Prior Year Change in Total
Total Total Nonadmitted Assets
Nonadmitted Assets Nonadmitted Assets (Col.2-Col. 1)

© ® N o

1.
12.
13.

14.

15.
16.1
16.2

17.

18.

19.
20.
21.
22.
23.
24.

Bonds (Schedule D)

Stocks (Schedule D):
2.1 Preferred SEOCKS........coviivcicecce ettt
2.2 COMMON SEOCKS........oivuiviteiieictiteie ettt sees

Mortgage loans on real estate (Schedule B):
3.1
3.2 Other than firStlIENS.........cvuereerriricrieressese s eneeeens
Real estate (Schedule A):

4.1

FIFSEHIBINS. .....evrvteiciete ettt bbb as

Properties occupied by the COMPaNY..........ccovvivrnnec s
4.2 Properties held for the production of INCOME.........c.vvrrerrerririnereee e
4.3 Properties held for SAlE..........ccovevriririieesee et nses

Cash (Schedule E-Part 1), cash equivalents (Schedule E-Part 2)
and short-term investments (SChedUIE DA)...........c.cceireiereiereeeee e

CONrACTIOANS. ...
Other invested assets (SChedule BA)..........ccccveieeesesese et
Receivables for SECUHIES...........cuiirc s
Aggregate write-ins for iINVEStEd @SSELS.........cvrrrrririerreeeessr et sesessnes
Subtotals, cash and invested assets (LINES 110 9).....cvveveicirieiieicccse e
Title plants (for Title INSUTEIS ONIY).......cvvrucurieieerirrieississ st essnsnenns
Investment income due and aCCIUEM............cccorririneineiii e
Premiums and considerations:

13.1 Uncollected premiums and agents' balances in the course of collection

13.2 Deferred premiums, agents' balances and installments booked but
deferred and NOt YEE AUE........c.cuuevvcucieiscce s naes

13.3 Accrued retroSpective PrEMIUMS.............cuerrurreeeeeeresnseeeessesesseessessssssessessssssssssssnenns
Reinsurance:

14.1 Amounts recoverable from FEINSUTETS............ccuerverierierereririreeneeeeeeeieseessseessseeseeeees
14.2  Funds held by or deposited with reinsured COMPANIES..........ccovrivererniersreriierisieennens
14.3 Other amounts receivable under reinsurance contracts
Amounts receivable relating to UnINSUrEd PIANS........cocevereeieninineseseese e
Current federal and foreign income tax recoverable and interest thereon.............c.coocvevres
Net deferred taX @SSEL..........uwwrrrrirrirers s
Guaranty funds receivable 0r 0N dEPOSIL...........ccovuierrerirnieriirieeeie et
Electronic data processing equipment and SOftWare...........ccoveveveerereeeresveiseese s
Furniture and equipment, including health care delivery assets..........cccovuveveviveerievciecrnnnen,
Net adjustment in assets and liabilities due to foreign exchange rates..........ccococeveevvevirnnen
Receivables from parent, subsidiaries and affiliates...........ccccveviireievieeeieccsisee
Health care and other amounts receivable.............c.vviiinni s
Aggregate write-ins for other than invested assets...........coeeivieriecceesecese e

Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (LIines 10 through 23)..........ocvmrnrimerrnensensesessesssesssssssesssssssessssessssssessesens

From Separate Accounts, Segregated Accounts and Protected Cell Accounts......................

TOTALS (LiN€S 24 @A 25).........coorverieeeceeeeiireceesceiseeeesceieseriseeeseesesesessssenssensssseeeseseseeeen

0903, et eet sttt | HEseee Rttt nene | Hesseeet ettt | ereseeet ettt 0
0998. Summary of remaining write-ins for Line 9 from overflow page.......cccoceveeveueierneeieisssens | e (01 RPN O [ oo 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (LiNE 9 @DOVE)......cuuruuieiueiieiriisirerissisisnessesissnessesnes | eonessnsssessesenesns e ssns s snessesnssnena 0 ] o 0 ] i 0
2301. Intangible ASSEtS - State LICENSES.......ccvcveierieieissiee st sessess s ssesssssesss | ressessessssssesesssssesessessssssessessssssns | cosssesessesssssessessssssessnsd 4,010,606 [ ..coovveerrerrrrierrerieninns 4,010,606
2302, et Rt | HEsee ettt nene | Sesseeet ettt st | ereseets sttt 0
2303, oot RS R R RE R R | L ERE bRttt | cebbs et eent | bbb 0
2398. Summary of remaining write-ins for Line 23 from overflow page..........cocvveveeeeeecersecierees | et 0 [ oo 0 | e 0
2399. Totals (Lines 2301 thru 2303 plus 2398) (Line 23 8DOVE)......coooniiirreriiriessiiiscic s | e (0 RN 4,010,608 | ..o 4,010,606
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NOTES TO FINANCIAL STATEMENTS

1. Summary of Significant Accounting Policies

This is a statement of the accounting principles and methods applied in preparing these statutory financial statements.

A

Accounting Practices

The Company presents these financial statements on the basis of accounting principles prescribed or permitted by the Oklahoma Insurance
Department. The National Association of Insurance Commissioners' (NAIC) Accounting Practices and Procedures manual, version effective
March 1, 2008 (NAIC SAP) has been adopted as a component of prescribed or permitted practices by the State of Oklahoma.

Use of Estimates in the Preparation of the Financial Statements

The preparation of financial statements in conformity with Statutory Accounting Principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities. It also requires disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenue and expenses during the period. Actual results could differ from those estimates.

Accounting Policy
The Company uses the following accounting policies:

1. Short-term investments are stated at amortized cost.

2. Bonds not backed by other loans at amortized cost using the interest method; loan-backed bonds and structured
securities at amortized cost using the interest method including anticipated prepayments at the date of purchase;
changes in estimated cash flows from the original purchase assumptions for loan-backed bonds and structured
securities are accounted for using the retrospective method.

The Company has no Common stocks.

The Company has no Preferred stocks.

The Company has no Mortgage loans.

The Company has no loan-backed securities.

The Company has no investments in subsidiaries, controlled and affiliated companies.

The Company has no investments in Joint ventures, Partnerships or Limited Liability Companies that exceed 10% of its admitted
assets.

9. The Company does not have any derivatives.

10. The Company does not utilize anticipated investment income as a factor in the premium deficiency calculation.

11. Management's policies and methodologies for estimating liabilities for losses and loss adjustments - Not applicable
12. The Company has not modified its capitalization policy from the prior period.

13. The Company does not have pharmaceutical rebate receivables

NGO R W

2. Accounting Changes and Corrections of Errors

A

B.

Correction of Errors - Not applicable

Cumulative Effect of Changes in Accounting Principles - Not applicable

3. Business Combinations and Goodwiill

A

B.

C.

D.

Statutory Purchase Method - Not applicable
Statutory Merger - Not applicable
Assumption Reinsurance - Not applicable

Impairment Loss - Not applicable

4, Discontinued Operations

Not applicable

5. Investments
A. Mortgage Loans - Not Applicable
B. Debt Restructuring - Not applicable
C. Reverse Mortgages - Not applicable
D. Loan-Backed Securities - Not applicable
E. Repurchase Agreements - Not applicable
F. Real Estate - Not applicable
G. Low - Income Housing Tax Credits - Not Applicable

6. Joint Ventures, Partnerships and Limited Liability Companies

A. The Company has no investments in Joint Ventures, Partnerships or Limited Liability Companies that exceed 10% of its admitted assets.
B. The Company did not recognize any impairment write down for its investments in Joint Ventures, Partnerships and Limited Liability Companies
during the statement periods.
7. Investment Income

The Company did not have any due and accrued income that is required to be excluded from surplus.
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NOTES TO FINANCIAL STATEMENTS

8. Derivative Instruments

The Company has no investments in derivative instruments.

9. Income Taxes

The components of deferred tax assets and liabilities as of December 31, 2008 and December 31, 2007 are as follows:

2008 2007 Change
A. Deferred Tax Assets (DTAs):
Unrealized gains or losses $ 0 $ 382 $( 382)
Mark to market acquired investment 37,272 0 37,272
Non-admitted Assets 0 1,403,712 ( 1,403,712)
Goodwill 1,313,277 3,933 1,309,344
Total gross DTAs $ 1,350,549 $ 1,408,027 $( 57,478)
Nonadmitted DTAs 1,218,910 1,360,308 ( 141,398)
Admitted DTAs $ 131,639 $ 47,719 $ 83.920
Deferred tax liabilities (DTLs):
Invested assets 0 535 $( 535)
Total gross DTLs $ 0 $ 535 $( 535)
Net deferred tax asset $ 131,639 $ 47,184 $ 84,455
2008 2007
Change in net deferred tax asset from:
Temporary items affecting surplus $ 56,889 $ 1,404,094
Temporary items affecting income $( 113.832) 3,398
Change in net deferred tax asset $( 56,943) $ 1,407,492
Net change in nonadmitted DTAs $( 141,398) $ 1.360.308
Net change in net deferred tax asset $ 84,455 $ 47,184

B. The company has no unrecognized deferred tax liabilities.

C. Components of total income tax for the years ended December 31, 2008 and 2007 are as follows:

2008 2007

Current tax expense:
Federal income tax on operations $( 281,926) $ 97,031
Change in net deferred tax assets affecting income 113,832 ( 3.398)
Total income tax current and deferred $( 168,094 ) 93,633

D. A-reconciliation between the standard federal income tax rate and the effective tax rate for the year ended December 31, 2008, follows:

Amount Tax effect Tax rate
Anticipated tax at
standard federal income tax rates:
On net gain from operations $( 481.827) $( 168.640) (___35.0)%
Tax on operations and effective tax rate $( 481,827) $( 168,640) ( 35.0)%
Penalties 546 0.1%
Tax on operations and effective tax rate $( 168.094) (__34.9Y%

A reconciliation between the standard federal income tax rate and the effective tax rate for the year ended December 31, 2007, follows:

Amount Tax effect Tax rate
Anticipated tax at
standard federal income tax rates:
On net gain from operations $ 267,523 $ 93,633 35.0%
Tax on operations and effective tax rate $ 267,523 $ 93,633 35.0%

E. The Company does not have any operating loss, capital loss, or tax credit carryovers available for tax purposes. The 2008 federal operating loss of
$805,503 will offset the 2008 taxable income of other members of the consolidating group. The Company has no accrual for tax uncertainties and no
cash deposits with the Internal Revenue Service to suspend the running of interest on potential underpayments on tax uncertainties.

F. The Company is included in a consolidated federal income tax return with its parent and other members of the consolidating group as follows:

Common parent: HealthMarkets, Inc.

Insurance group: The MEGA Life and Health Insurance Company
Fidelity First Insurance Company
HealthMarkets Insurance Company
Mid-West National Life Insurance Company of Tennessee
The Chesapeake Life Insurance Company
United Group Reinsurance, Inc.

Non-insurance group: CFLD-l, Inc.
New United Agency, Inc.
Performance Driven Awards, Inc.
Success Driven Awards, Inc.
HealthMarkets Lead Marketing Group, Inc.
United Management Services, Inc.
UICI Funding Corp 2

A written tax sharing agreement has been approved by the Board of Directors. Allocation is based upon separate return calculations with tax benefits of
losses paid at the time incurred and the tax benefit of credits and carryovers paid at the time they are utilized.
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NOTES TO FINANCIAL STATEMENTS

10.

11.

12.

13.

Information Concerning Parent, Subsidiaries and Affiliates

A

o o

m

r

HealthMarkets, LLC, a Delaware corporation, owns 100% of the Company's outstanding common stock.

The Company did not pay a dividend in 2008.

The Company did not have any changes.

At December 31, 2008, the Company reported $1,797 as amounts due to the Ultimate Parent Company, HealthMarkets, Inc.

The Company has not made any guarantees or undertakings for the benefit of its affiliates, which result in a material contingent exposure of the
Company'’s or any affiliate insurer’s assets to liabilities.

The Company has agreements with affiliates to receive administration, marketing and investment services for the Company’s insurance activities.
HealthMarkets, LLC, a Delaware corporation, owns 100% of the Company's outstanding common stock.

The Company does not own shares of an upstream intermediate or ultimate parent, either directly or indirectly via a downstream subsidiary,
controlled or affiliated company.

The Company does not hold any investments in its parent, affiliates or subsidiaries.
Impairment writedown - Not applicable
The Company does not have a foreign subsidiary.

The Company does not hold an investment in a downstream non-insurance holding company.

Debt

The Company did not have any debt outstanding at year-end.

Retirement Plans, Deferred Compensation, Postemployment Benefits and Compensated Absences and Other Postretirement Benefit Plans

A

w

O o

m

The Company does not have a defined benefit plan.

The Company does not have a defined contribution plan.

The Company does not participate in a multi-employer plan.

The Company does not have employees and is therefore not impacted by the Medicare Modernization Act on postretirement benefits.

The Company does not have postemployment benefits and compensated absences.

Capital and Surplus, Shareholders’ Dividend Restrictions and Quasi-Reorganizations

1.

10.

11.

12.

13.

The Company has 300,000 shares authorized, 300,000 shares issued and outstanding at a par value $10 per share. The outstanding
shares are Class A shares.

The Company has no preferred stock outstanding.

The maximum amount of dividends which can be paid by State of Oklahoma insurance companies to shareholders, out of earned surplus,

without prior approval of the Insurance Commissioner is limited to the greater of 10% of statutory surplus as of the end of the preceding year or the
preceding year's statutory gain from operations. The maximum dividend payout, which may be made without prior approval in 2009, is $929,068.

The Company did not pay dividends in 2008

Within the limitations of (3) above, there are no restrictions placed on the portion of Company profits that may be paid as ordinary dividends to
stockholders.

There were no restrictions placed on the Company's surplus, including for whom the surplus is being held.
Amounts of advances to surplus - Not applicable

The Company does not hold any share of stock for special purposes.

Changes in balances of special surplus funds - Not applicable

The portion of unassigned funds (surplus) represented or reduced by each item below is as follows:
unrealized gains and losses $ 1,092

nonadmitted asset values 0

separate account business

$

$ 0
asset valuation reserves $ 0
reinsurance in unauthorized companies  $ 0

PooooD

The Company issued no surplus debentures or similar obligations.
The impact of any restatement - Not applicable.

The effective date of quasi-reorganizations - Not applicable.
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NOTES TO FINANCIAL STATEMENTS

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

Contingencies

A. The Company is not aware of any contingent commitments as of December 31, 2008.

B. The Company is not aware of any assessments that could have a material financial effect on the Company.

C. The Company is not aware of any gain contingencies.

D. The Company is not aware of any claims related extra contractual obligations and bad faith losses stemming from lawsuits.
E. The Company is not aware of any other contingencies.

Leases

The Company does not have any lease obligations at this time.

Information about Financial Instruments with Off-Balance Sheet Risk with Concentrations of Credit Risk

Not applicable

Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities

A. The Company does not have any Transfers of Receivables.
B. The Company does not have any Transfers or Servicing of Financial Assets.

C. The Company does not have any Wash Sales.

Gains or Loss to the Reporting Entity from uninsured A&H Plans and the Uninsured Portion of Partially Insured Plans

Not applicable

Direct Premium Written/Produced by Managing General Agents/Third Party Administrators

Not applicable

Other ltems
A.  Extraordinary Items - None
B.  Troubled Debt Restructuring - None

C. Other Disclosures -

1. On April 17, 2008, the Oklahoma Department of Insurance approved the redomestication of the Company to the State of Oklahoma. The
Company was formerly domiciled in the State of Pennsylvania.

2. Effective July 11, 2008, the Oklahoma Department of Insurance, the Company's state of Domicile, approved the name change of the Company
from Fidelity Life Insurance Company to HealthMarkets Insurance Company.

D. Balances deemed uncollectible - None
E.  Business Interruption Insurance Recoveries - None
F.  State Transferable Tax Credits - None

Protective Tax Deposits - None

r o

Hybrid Securities - None

Subprime Mortgage related Risk Exposure - None
Events Subsequent
The Company is not aware of any events occurring subsequent to the close of the books or accounts for this statement that may have a

material effect on the financial condition of the Company.

Reinsurance

Not applicable

Retrospectively Rated Contracts and Contracts Subject to Redetermination

Not applicable

Change in Incurred Losses and Loss Adjustment Expenses

Not applicable

Intercompany Pooling Arrangements

The Company has no intercompany pooling arrangements.
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NOTES TO FINANCIAL STATEMENTS

26. Structured Settlements

The Company has no structured settlements.

27. Health Care Receivables
A. Pharmaceutical Rebate Receivables - None

B. Risk Sharing Receivables - None

28. Participating Policies

Not applicable

29. Premium Deficiency Reserves

The Company has no premium deficiency reserves.

30. Reserves for Life Contracts and Annuity Contracts

Not applicable

31. Analysis of Annuity Actuarial Reserves and Deposit Type Liabilities by Withdrawal Characteristics

Not applicable

32. Premium and Annuity Considerations Deferred and Uncollected

Not applicable

33. Separate Accounts

The Company has no separate accounts.

34. Loss/Claim Adjustment Expenses

Not applicable
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2.1

22

3.1
3.2

3.3

34
3.5

3.6
4.1

42

5.1
5.2

6.1

6.2

71
72

8.1
8.2

8.3
8.4

1.1

1.2

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

GENERAL

Is the reporting entity a member of an Insurance Holding Company System consisting of two or more affiliated persons, one or more of which

is an insurer? Yes[X] No[ ]
If yes, did the reporting entity register and file with its domiciliary State Insurance Commissioner, Director or Superintendent or with such

regulatory official of the state of domicile of the principal insurer in the Holding Company System, a registration statement providing

disclosure substantially similar to the standards adopted by the National Association of Insurance Commissioners (NAIC) in its Model

Insurance Holding Company System Regulatory Act and model regulations pertaining thereto, or is the reporting entity subject to standards

and disclosure requirements substantially similar to those required by such Act and regulations? Yes[X] No[ ] NATJ ]
State regulating? Oklahoma

Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settiement of the

reporting entity? Yes[X] No[ ]
If yes, date of change: 05/12/08, 05/22/08, 07/15/08
State as of what date the latest financial examination of the reporting entity was made or is being made. 12/31/2006

State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity.

This date should be the date of the examined balance sheet and not the date the report was completed or released. 12/31/2006

State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or the

reporting entity. This is the release date or completion date of the examination report and not the date of the examination (balance sheet date). 08/02/2007

By what department or departments? Pennsylvania Department of Insurance

Have all financial statement adjustments within the latest financial examination report been accounted for in a subsequent financial statement

filed with departments? Yes[ | No[ 1 NA[X]
Have all of the recommendations within the latest financial examination report been complied with? Yes[ | No[ 1 NA[X]

During the period covered by this statement, did any agent, broker, sales representative, non-affiliated sales/service organization or any combination

thereof under common control (other than salaried employees of the reporting entity) receive credit or commissions for or control a substantial

part (more than 20 percent of any major line of business measured on direct premiums) of:

411 sales of new business? Yes[ ] No[X]
412  renewals? Yes[ ] No[X]
During the period covered by this statement, did any sales/service organization owned in whole or in part by the reporting entity or an affiliate,

receive credit or commissions for or control a substantial part (more than 20 percent of any major line of business measured on direct premiums) of:

421  sales of new business? Yes[ ] No[X]
422  renewals? Yes[ ] No[X]
Has the reporting entity been a party to a merger or consolidation during the period covered by this statement? Yes[ 1 No[X]

If yes, provide the name of the entity, NAIC company code, and state of domicile (use two letter state abbreviation) for any entity that has ceased
to exist as a result of the merger or consolidation.

1 2 3
Name of Entity NAIC Co. Code State of Domicile

Has the reporting entity had any Certificates of Authority, licenses or registrations (including corporate registration, if applicable) suspended
or revoked by any governmental entity during the reporting period? Yes[ ] No[X]
If yes, give full information:

Does any foreign (non-United States) person or entity directly or indirectly control 10% or more of the reporting entity? Yes[ ] No[X]
If yes,
7.21  State the percentage of foreign control %

7.22  State the nationality(ies) of the foreign person(s) or entity(ies); or if the entity is a mutual or reciprocal,
the nationality of its manager or attorney-in-fact and identify the type of entity(ies) (e.g., individual,
corporation, government, manager or attorney-in-fact)

1 2
Nationality Type of Entity
Is the company a subsidiary of a bank holding company regulated by the Federal Reserve Board? Yes[ ] No[X]

If response to 8.1 is yes, please identify the name of the bank holding company.

Is the company affiliated with one or more banks, thrifts or securities firms? Yes[ ] No[X]
If response to 8.3 is yes, please provide the names and locations (city and state of the main office) of any affiliates regulated by a federal

financial regulatory services agency [i.e. the Federal Reserve Board (FRB), the Office of the Comptroller of the Currency (OCC), the Office of

Thrift Supervision (OTS), the Federal Deposit Insurance Corporation (FDIC) and the Securities Exchange Commission (SEC)] and identify the

affiliate's primary federal regulator.

1 2 3 4 5 6 7
Affiliate Name Location (City, State) FRB OcC QoTS FDIC SEC

What is the name and address of the independent certified public accountant or accounting firm retained to conduct the annual audit?
KPMG LLC, 717 Harwood Street, Suite 3100, Dallas, Texas 75201-6585

What is the name, address and affiliation (officer/employee of the reporting entity or actuary/consultant associated with an actuarial
consulting firm) of the individual providing the statement of actuarial opinion/certification?
Tom Stoiber, Appointed Actuary, 9151 Boulevard 26, North Richland Hills, TX 76180

Does the reporting entity own any securities of a real estate holding company or otherwise hold real estate indirectly? Yes[ ] No[X]
11.11  Name of real estate holding company

11.12  Number of parcels involved
11.13  Total book/adjusted carrying value
If yes, provide explanation.
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12.
121

12.2
12.3
12.4

13.1

13.11

13.2
13.21

13.3
13.31

18.1

18.2

19.1

19.2

20.1

20.2

211
21.2

22.1

22.2

22.3

224
22.5
22.6

231

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

FOR UNITED STATES BRANCHES OF ALIEN REPORTING ENTITIES ONLY:
What changes have been made during the year in the United States manager or the United States trustees of the reporting entity?

Does this statement contain all business transacted for the reporting entity through its United States Branch on risks wherever located?
Have there been any changes made to any of the trust indentures during the year?

If answer to (12.3) is yes, has the domiciliary or entry state approved the changes?

Are the senior officers (principal executive officer, principal financial officer, principal accounting officer or controller, or persons performing similar functions)
of the reporting entity subject to a code of ethics, which includes the following standards?

a
b
c.
d
e

Honest and ethical conduct, including the ethical handling of actual or apparent conflicts of interest between personal and professional relationships;
Full, fair, accurate, timely and understandable disclosure in the periodic reports required to be filed by the reporting entity;

Compliance with applicable governmental laws, rules and regulations;

The prompt internal reporting of violations to an appropriate person or persons identified in the code; and

Accountability for adherence to the code.

If the response to 13.1 is No, please explain:

Yes|[

Has the code of ethics for senior managers been amended?
If the response to 13.2 is Yes, provide information related to amendment(s).

Have any provisions of the code of ethics been waived for any of the specified officers?
If the response to 13.3 is yes, provide the nature of any waiver(s).

BOARD OF DIRECTORS

Is the purchase or sale of all investments of the reporting entity passed upon either by the Board of Directors or a subordinate committee thereof?

Does the reporting entity keep a complete permanent record of the proceedings of its Board of Directors and all subordinate committees thereof?

Has the reporting entity an established procedure for disclosure to its Board of Directors or trustees of any material interest or affiliation
on the part of any of its officers, directors, trustees or responsible employees that is in conflict or is likely to conflict with the official duties
of such person?

FINANCIAL

Has this statement been prepared using a basis of accounting other than Statutory Accounting Principles (e.g., Generally Accepted Accounting Principles)?

Total amount loaned during the year (inclusive of Separate Accounts, exclusive of policy loans):

18.11

To directors or other officers

18.12 To stockholders not officers
18.13  Trustees, supreme or grand (Fraternal only)
Total amount of loans outstanding at the end of year (inclusive of Separate Accounts, exclusive of policy loans):

18.21

To directors or other officers

18.22 To stockholders not officers
18.23 Trustees, supreme or grand (Fraternal only)

Were any assets reported in this statement subject to a contractual obligation to transfer to another party without the liability for
such obligation being reported in the statement?
If yes, state the amount thereof at December 31 of the current year:

19.21

Rented from others

19.22 Borrowed from others
19.23 Leased from others
19.24 Other

Does this statement include payments for assessments as described in the Annual Statement Instructions other than guaranty
fund or guaranty association assessments?
If answer is yes:

20.21

Amount paid as losses or risk adjustment

20.22 Amount paid as expenses
20.23  Other amounts paid

Does the reporting entity report any amounts due from parent, subsidiaries or affiliates on Page 2 of this statement?
If yes, indicate any amounts receivable from parent included in the Page 2 amount.

INVESTMENT

Were all the stocks, bonds and other securities owned December 31 of current year, over which the reporting entity has exclusive control,
in the actual possession of the reporting entity on said date (other than securities lending programs addressed in 22.3)?
If no, give full and complete information relating thereto.

For security lending programs, provide a description of the program including value for collateral and amount of loaned securities, and whether
collateral is carried on or off-balance sheet (an alternative is to reference Note 16 where this information is also provided).

Does the company's security lending program meet the requirements for a conforming program as outlined in the Risk-Based Capital Instructions?
If answer to 22.4 is yes, report amount of collateral.
If answer to 22.4 is no, report amount of collateral.

Were any of the stocks, bonds or other assets of the reporting entity owned at December 31 of the current year not exclusively under the
control of the reporting entity, or has the reporting entity sold or transferred any assets subject to a put option contract that is currently in force?
(Exclude securities subject to Interrogatory 19.1 and 22.3)

20.1

Yes[ ] No[ ]
Yes[ 1 No[ ]
No[ ] NA[ ]

Yes[X] No[ ]

Yes[ 1 No[X]

Yes[ ] No[X]

Yes[X] No[ ]

Yes[X] No[ ]

Yes[X] No[ ]

Yes[X] No[ ]

Yes[X] No[ ]
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GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

232

23.3

24.1
242

25.1

252

26.

26.01

26.02

26.03
26.04

26.05

27.1

272

273

28.

29.1
29.2

30.1
30.2

If yes, state the amount thereof at December 31 of the current year:
23.21 Subiject to repurchase agreements G e 0
23.22 Subject to reverse repurchase agreements B 0
23.23  Subject to dollar repurchase agreements
23.24 Subject to reverse dollar repurchase agreements
23.25 Pledged as collateral
23.26 Placed under option agreements
23.27 Letter stock or securities restricted as to sale B 0
23.28 On deposit with state or other regulatory body $..... ...6,808,430
23.29 Other B e 0
For category (23.27) provide the following:
1 2 3
Nature of Restriction Description Amount
Does the reporting entity have any hedging transactions reported on Schedule DB? Yes[ ] No[X]
If yes, has a comprehensive description of the hedging program been made available to the domiciliary state? Yes[ ] No[ ] NATJ ]
If no, attach a description with this statement.
Were any preferred stocks or bonds owned as of December 31 of the current year mandatorily convertible into equity, or, at the option of the
issuer, convertible into equity? Yes[ ] No[X]
If yes, state the amount thereof at December 31 of the currentyear:
Excluding items in Schedule E-Part 3-Special Deposits, real estate, mortgage loans and investments held physically in the reporting entity's offices,
vaults or safety deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held pursuant to a custodial agreement
with a qualified bank or trust company in accordance with Section 3, Ill Conducting Examinations, F - Custodial or Safekeeping Agreements of the
NAIC Financial Condition Examiners Handbook? Yes[X] No[ ]
For agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:
1 2
Name of Custodian(s) Custodian's Address
Frost National Bank P O Box 165098, Fort Worth, TX 76162
For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the
name, location and a complete explanation:
1 2 3
Name(s) Location(s) Complete Explanation(s)
Have there been any changes, including name changes, in the custodian(s) identified in 26.01 during the current year? Yes[ ] No[X]
If yes, give full and complete information relating thereto:
1 2 3 4
Old Custodian New Custodian Date of Change Reason
Identify all investment advisors, brokers/dealers or individuals acting on behalf of broker/dealers that have access to the investment
accounts, handle securities and have authority to make investments on behalf of the reporting entity:
1 3
Central Registration Depository Number(s) Name Address
HealthMarkets, Inc. 9151 Boulevard 26, North Richland Hills, TX 76180
Does the reporting entity have any diversified mutual funds reported in Schedule D-Part 2 (diversified according to the Securities and
Exchange Commission (SEC) in the Investment Company Act of 1940 [Section 5(b)(1)])? Yes[ | No[X]
If yes, complete the following schedule:
1 2 3
CUSIP # Name of Mutual Fund Book/Adj.Carrying Value
27.2999. TOTAL 0
For each mutual fund listed in the table above, complete the following schedule:
1 2 3 4
Amount of Mutual
Fund's Book/Adjusted
Name of Mutual Fund Name of Significant Holding Carrying Value
(from the above table) of the Mutual Fund Attributable to Holding Date of Valuation
Provide the following information for all short-term and long-term bonds and all preferred stocks. Do not substitute amortized value or statement value for fair value.
1 2 3
Excess of Statement
Statement over Fair Value (-),
(Admitted) Fair or Fair Value over
Value Value Statement (+)
281 BONGS....itiieiisieei st sntnsens | sesenessenes 8,938,441 |........... 8,997,781 | oo 59,340
28.2  Preferred SIOCKS. .....oiiieieiiiiisieisissiesesssissesesesssssnsenssssnses | evosssssassessssssssssassens | cossessssessessesssssnsansess | srsesessasessessnsansesinsa 0
28.3  TOtAlS...ceeeeeierisiieri st | sesenesenns 8,938,441 | ........... 8,997,781 | oo 59,340
28.4 Describe the sources or methods utilized in determining the fair values:
Fair market values are determined from quoted market prices.
Have all the filing requirements of the Purposes and Procedures Manual of the NAIC Securities Valuation Office been followed? Yes[X] No[ ]
If no, list exceptions:
OTHER
Amount of payments to trade associations, service organizations and statistical or rating bureaus, if any? e 0
List the name of the organization and the amount paid if any such payment represented 25% or more of the total payments to
trade associations, service organizations and statistical or rating bureaus during the period covered by this statement.
1 2
Name Amount Paid

20.2




Annual Statement for the year 2008 of the H EALTH MARKETS | NS U RAN C E CO M PANY

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

31.1
31.2

32.1
32.2

Amount of payments for legal expenses, if any?

List the name of the firm and the amount paid if any such payment represented 25% or more of the total payments
for legal expenses during the period covered by this statement.
1 2
Name Amount Paid
Polsinelli Shalton Flanigan Suelhaus PC 280,547
Amount of payments for expenditures in connection with matters before legislative bodies, officers or departments of government, if any?
List the name of the firm and the amount paid if any such payment represented 25% or more of the total payment expenditures
in connection with matters before legislative bodies, officers or departments of government during the period covered by this statement.
1 2
Name Amount Paid

20.3

............................... 382,460



Annual Statement for the year 2008 of the H EALTH MARKETS | NSU RAN C E CO M PANY

GENERAL INTERROGATORIES
PART 2 - LIFE INTERROGATORIES

1.1 Does the reporting entity have any direct Medicare Supplement Insurance in force?
1.2 If yes, indicate premium earned on U.S. business only
1.3 What portion of Item (1.2) is not reported on the Medicare Supplement Insurance Experience Exhibit?

1.31 Reason for excluding

Yes[ ] No[X]

1.4 Indicate amount of earned premium attributable to Canadian and/or Other Alien not included in Item (1.2) above.
1.5 Indicate total incurred claims on all Medicare Supplement insurance.
1.6 Individual policies:

Most current three years:

1.61 Total premium earned
1.62 Total incurred claims
1.63 Number of covered lives

All years prior to most current three years:
1.64 Total premium earned

1.65 Total incurred claims

1.66 Number of covered lives

1.7 Group policies:

Most current three years:

1.71 Total premium earned
1.72 Total incurred claims
1.73 Number of covered lives

All years prior to most current three years:
1.74 Total premium earned

1.75 Total incurred claims

1.76 Number of covered lives

2. Health test:

2.1 Premium Numerator.
2.2 Premium Denominator
2.3 Premium Ratio (2.1/2.2).............
2.4 Reserve Numerator.
2.5 Reserve Denominator.
2.6 Reserve Ratio (2.4/2.5)..............

3.1 Does this reporting entity have Separate Accounts?
3.2 Ifyes, has a Separate Accounts statement been filed with this Department?

3.3 What portion of capital and surplus funds of the reporting entity covered by assets in the Separate Accounts
statement, is not currently distributable from the Separate Accounts to the general account for use by the general account?

3.4  State the authority under which Separate Accounts are maintained:

1 2

Current Year Prior Year

...................... (U [P
...................... (U [P
................... 00 |.........00
...................... (U [P
...................... (U [P
................... 00 |..........00

Yes[ ] No[X]
Yes[ ] No[ ] NAT ]

3.5 Was any of the reporting entity's Separate Accounts business reinsured as of December 31?

3.6 Has the reporting entity assumed by reinsurance any Separate Accounts business as of December 31?

3.7 Ifthe reporting entity has assumed Separate Accounts business, how much, if any, reinsurance assumed receivable for reinsurance of Separate
Accounts reserve expense allowances is included as a negative amount in the liability for "Transfers to Separate Accounts due or accrued (net)?"

4.1 Are personnel or facilities of this reporting entity used by another entity or entities or are personnel or facilities of
another entity or entities used by this reporting entity (except for activities such as administration of jointly
underwritten group contracts and joint mortality or morbidity studies)?

4.2 Net reimbursement of such expenses between reporting entities:
4.21 Paid
4.22 Received

5.1 Does the reporting entity write any guaranteed interest contracts?

5.2 If yes, what amount pertaining to these items is included in:
521 Page 3, Line 1
5.22 Page4,Line 1

6.  For stock reporting entities only:

6.1 Total amount paid in by stockholders as surplus funds since organization of the reporting entity:

7.  Total dividends paid stockholders since organization of the reporting entity:
7.11 Cash
7.12 Stock

21

Yes[ ] No[ ]
Yes[ ] No[ ]

Yes[X] No[ ]

Yes[ ] No[X]

TS 900,000
v 900,000
$e 0



Annual Statement for the year 2008 of the H EALTH MARKETS | NSU RAN C E CO M PANY

8.1

8.2
8.3

8.4

8.5

9.1
9.2

8.31
8.32
8.33
8.34
8.35

8.41
8.42
8.43
8.44
8.45

GENERAL INTERROGATORIES
PART 2 - LIFE INTERROGATORIES

Does the company reinsure any Workers' Compensation Carve-Out business defined as: Yes[ ] No[X]

Reinsurance (including retrocessional reinsurance) assumed by life and health insurers of medical,

loss and death benefits of the occupational illness and accident exposures, but not the employers

liability exposures, of business originally written as workers' compensation insurance.
If yes, has the reporting entity completed the Workers' Compensation Carve-Out Supplement to the Annual Statement? Yes[ ] No[ ]
If 8.1 is yes, the amounts of earned premiums and claims incurred in this statement are:

1 2 3
Reinsurance | Reinsurance Net
Assumed Ceded Retained

EAMEA PIEMIUM. ......cviieiteite ettt bbbttt

Paid Claims.......cccoeveririeeeeseee e

Claim liability and reserve (beginning of year)....

Claim liability and reserve (end of year)..........

INCUITEA ClAIMS. ..ottt bbbt
If reinsurance assumed included amounts with attachment points below $1,000,000, the distribution of the amounts reported in Lines 8.31 and
8.34 for Column (1) are:

1 2
Earned Claim Liability
Attachment Point Premium and Reserve

CB25,000......00uvvreeeeseesseesseee s s st eSSttt | srretennst st nnstans | erstsnes st ensitnnes

$25,000 == 99,999.......0uvururirrreesesi e ees sttt ennts | erttnnst st enntnnnes | frnnsrenes st nneeas

$100,000 = 249,999........00uevuurerneiieeessessss ettt

$250,000 -- 999,999...

$1,000,000 OF MOTE.......ouuvveivriisiseeesses s es st b s s e s bbbt
What portion of earned premium reported in 8.31, Column 1 was assumed from pools?
Does the company have variable annuities with guaranteed benefits? Yes[ ] No[X]
If 9.1 is yes, complete the following table for each type of guaranteed benefit.

Type 3 4 5 6 7 8 9
1 2 Waiting | Account Value Total
Guaranteed Guaranteed Period Related Related Gross Amount Location Portion Reinsurance
Death Benefit Living Benefit Remaining to Col. 3 | Account Values | of Reserve of Reserve Reinsured Reserve Credit

211




Annual Statement for the year 2008 of the H EALTH MARKETS | NSU RAN C E CO M PANY
FIVE-YEAR HISTORICAL DATA

Show amounts in whole dollars only, no cents; show percentages to one decimal place, i.e., 17.6.
Show amounts of life insurance in this exhibit in thousands (omit $000)

—_

N e o B w D

10.
1.
12.
13.

14.
15.1
15.2

16.
171
17.2
18.1
18.2
18.3

19.
20.

21.
22.
23.
24.
25.
26.
27.
28.

29.

30.
31.

32.
33.
34.
35.
36.
37.
38.
39.
40.
41.

Life Insurance in Force (Exhibit of Life Insurance)

Ordinary - whole life and endowment (Line 34, COl. 4)......c.ccovvivrreieniieieieeese e
Ordinary - term (Line 21, Col. 4, less Line 34, Col. 4).....

Credit life (LN 21, COL 6)....cevevereirireieiiissieieeise st
Group, excluding FEGLI/SGLI (Line 21, Col. 9 less Lines 43 & 44, Col. 4)........cccocvvrvvrerrennee
Industrial (LINE 21, COL 2)....cvueviiiiieiiiiirseieississe st
FEGLI/SGLI (Lines 43 & 44, Col. 4)........couvvvviriinerirrrineeieesisesiseesiesesssssssesssesssessseenes
Total (LiN€ 21, COl 10).....cuiieiieiiirrieieisisieisieississre et naes

New Business Issued (Exhibit of Life Insurance)

Ordinary - whole life and endowment (Line 34, Col. 2)........ccccevieeriieereceeeee e
Ordinary - term (Line 2, Col. 4, less Ling 34, COl. 2).......cccverveuererereereseeeseeseseevesesessenes
Credit life (LINE 2, COL. B)......veveviiieeiiersieeie sttt san
Group (LINE 2, COL 9)..uuveveeereeietcieee ettt seenes
INdustrial (LINE 2, COL. 2)......uvevereieeeieicieetesesee ettt anen
Total (LINE 2, COL 10)....uuireririrrereeirrirississiseessssessssssess st ssssesssssss st sessesssssssssesssssssssassanes

Premium Income - Lines of Business (Exhibit 1-Part 1)

Industrial life (LIn€ 20.4, COL 2).......c.ccviireererieresieteeesee e tes et ssae s
Ordinary life insurance (Ling 20.4, Col.. 3)........cvvvirrrririnrreinrnsise s ssesssssesesssssssssssesens
Ordinary individual annuities (Ling 20.4, COl. 4)........cccovrrrurrininreneerninsensssiessnseseeeesssesseeees
Credit life (group and individual) (Line 20.4, COL. 5).......cccvuuevrrverrerereieereeee e
Group life insurance (LiNg 20.4, COL. B)..........ccvvuevrereurereieieieeese et seeas
Group annuities (LN 20.4, COL 7)......c.evueveveereeeieeesee ettt
A&H - group (LIn€ 20.4, COl. 8).....cvurerrrierereirriinsississesnsisesssssssssessssessssssessesssssssssessssssessessssns
A&H - credit (group and individual) (Line 20.4, Col. 9)......coeuviveierereeeieeee s
A&H - other (Line 20.4, COl. 10).......rurerrerrirreenrireireneeseeeessessesesse s ssessessssssesseseens
Aggregate of all other lines of business (Line 20.4, Col. 11)........ccovrinrrrinenerninerereeeeeens

Balance Sheet (Pages 2 and 3)
Total admitted assets excluding Separate Accounts business (Page 2, Line 24, Col. 3).......
Total liabilities excluding Separate Accounts business (Page 3, Ling 26)..........c.ccccovcureeneence.
Aggregate life reserves (Page 3, LiNe 1).......cnrinincieeeesesseeeese e sseseeenes
Aggregate A&H reserves (Page 3, LINE 2).......cocucvveieieiesieceseee e
Deposit-type contract funds (Page 3, Line 3)......

Asset valuation reserve (Page 3, LINE 24.1).......ccvviueieieresieeesse e
Capital (Page 3, LiNeS 29 & 30).........ccoeviiereeieieieiis ettt
SUIPIUS (PAGE 3, LINE 37ttt

Cash Flow (Page 5)

Net Cash from operations (LINE 11)......ccvvueveeiriieieieiresiesessissies et

Risk-Based Capital Analysis

Total adjUSLEd CAPITAL........eeeeeeeieeic et
Authorized control level risk-based Capital...........coovueerieierierinereeese e
Percentage Distribution of Cash, Cash Equivalents and Invested Assets

(Page 2, Col. 3) (Line No. /Page 2, Line 10, Col. 3) x 100.0

BONAS (LINE 1)..vuerireeeciree ettt
SOCKS (LINES 2.1 @NA 2.2)....cocereeieieceeeeei ettt sttt
Mortgage loans on real estate (Lines 3.1 and 3.2).......cccocoveerrirrenienerenenereeeseeeeseseneenn
Real estate (Line 4.1, 4.2 N0 4.3)......curiireeieineeeeseee ettt et st
Cash, cash equivalents and short-term investments (LiNE 5)..........c.ccoereenrneerrinenrirnirnineinns
CONtract 08NS (LINE B)........covuveereieireiieieieie ettt
Other iNVESted aSSELS (LINE 7).....vuurvurieieieriiieesiineeseiessssise ettt ssssssesssssesssenns
Receivables for SECUrities (LINE 8)...........cciveveicveieeiecese e
Aggregate write-ins for invested assets (LiNE 9)........ccccevvivereicveeeieesecee s

Cash, cash equivalents and invested assets (LINE 10).......cceieicriiierenieissieseisseseieiseas

1
2008

2
2007

3
2006

2005

............ 9,405,672
............... 114,996

............ 3,000,000
............ 6,290,676

.............. (342,621)

............ 9,686,070
............... 118,069

................... 1,755
............ 3,000,000
............ 6,568,001

............... 194,833

............ 9,290,975
............... 105,927

............ 3,000,000
............ 6,185,048

............... 260,126

............ 3,000,000
............ 5,988,325

............... 302,355

............ 3,000,000
............ 5,821,097

............... 296,022

............ 8,821,097
................... 1,260

22
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FIVE-YEAR HISTORICAL DATA

(continued)

42.
43.
44,
45.
46.
47.
48.

49.
50.

51,
52.
53.
54,

55.

56.
57.

58.
59.

60.

61.

62.
63.
64.

65.
66.
67.

68.

69.
70.
.
72.
73.
74.
75.
76.
7.
78.
79.
80.

Investments in Parent, Subsidiaries and Affiliates

Affiliated bonds (Sch. D Summary, Ling 25 COl. 1).....cccoverivireieieiceiecsesieenns
Affiliated preferred stocks (Sch. D Summary, Ling 39 Col. 1).....ccoevvevverirereireiriiennnn.
Affiliated common stocks (Sch. D Summary, Ling 53 Col. 1)...c.covvvvvererierrisieieinns
Affiliated short-term investments (subtotal included in Sch. DA, Verif. Col. 5, Line 10)..........

Affiliated mortgage loans on real estate ......

All Other Affliated.........cveveiieiece s
Total of aboVE LINES 42 10 47 ...t

Total Nonadmitted and Admitted Assets
Total nonadmitted assets (Page 2, Line 26, Col. 2)

Total admitted assets (Page 2, Ling 26, COl. 3).......cccovcurvieeviierieeceeeee s

Investment Data

Net investment income (Exhibit of Net Investment INCOME)..........cccoveveveeeriereireininns
Realized capital gains (I0SSES)........cuvvrerriireresieieeesisisies et ssaes s saes

Unrealized capital gains (I0SSES).......c.vrrererirnrerinirnriseiesssssssssessssssssesessssssessessnens

Total of above Lines 51, 52 and 53

Benefits and Reserve Increase (Page 6)

Total contract benefits - life (Lines 10, 11, 12, 13, 14 and 15

Col. 1less Lines 10, 11,12, 13, 14 and 15, Cols. 9, 10 & 11)....cvevverververeerererrrerens
Total contract benefits - A&H (Lines 13 & 14, Cols. 9, 10 & 11).....cocvvevercrrveicicinns

Increase in life reserves - other than group and annuities

(LINE 19, C0IS. 2 & 3)..euvrrerrerrereirireisetssiseisessssssssssssssssssessassssssssessssssessesssssssssessnsans
Increase in A&H reserves (Line 19, Cols. 9, 10 & 11)..evvveveereeveiereeeee e
Dividends to policyholders (Ling 30, COl 1)......ccovurrerremernienrerrereneeseerseseeeseeseeseesneenees

Operating Percentages

Insurance expense percent (Page 6, Col. 1, Lines 21, 22, & 23 less Line

6)/(Page 6 Col. 1, Line 1 plus Exhibit 7, Col. 2, Line 2) x 100.00..........ccccervrerrrrrnnae

Lapse percent (ordinary only) [(Exhibit of Life Insurance, Col. 4, Lines 14 & 15)

[ 1/2 (Exhibit of Life Insurance, Col. 4, Lines 1 & 21)] X 100.00.........oververrerrerrrrnrennen.
A&H loss percent (Schedule H, Part 1, Lines 5 & 6, Col. 2)........cccccovvervivererrereirnnen,
A&H cost containment percent (Schedule H, Part 1, Line 4, Col. 2)........ccccovvverirnne

A&H expense percent excluding cost containment expenses

(Schedule H, Part 1, Line 10, Col. 2).......cccueveiireiieieeieesieieiseiesiesee s

A&H Claim Reserve Adequacy

Incurred losses on prior years' claims - group health (Sch. H, Part 3, Line 3.1, Col. 2)..........

Prior years' claim liability and reserve - group health (Sch. H, Part 3, Line 3.2, Col. 2)..........

Incurred losses on prior years' claims - health other than group (Sch. H, Part 3,

Ling 3.1, Col. 118SS COL. 2)....vuveirieieeiieieieeieieieeissieie st

Prior years' claim liability and reserve - health other than group (Sch. H, Part 3,

Ling 3.2, Col. 118SS COl. 2)....vuvuivrieiieiieieisieiets sttt ssenns

Net Gains From Operations After Federal Income Taxes by Lines of Business
(Page 6, Line 33)

Industrial life (Col. 2)

Ordinary = life (COL 3)....vueieieiieieeiseee et
Ordinary - individual annUItIes (COL. 4).........cveieiriiereieieirisieeseese e
Ordinary - supplementary contracts (COl. 5)........cccuviveninrieeriesssseee s
Credit life (COL. B)...vvvruureeereerisreresseesissesesssee s esssssse st essss s
GroUP lif (COL. 7).t saes
Group anNUItIES (COL. 8)......vvueireiiiiiieieieissieseie st
A&H = Group (COL 9)..euveeiieciecteee e
A&H - Credit (COl. 10).....vvermrrrricerssrrriseeesiesess s eneen
A&H = Other (COl. 11) ..ot
Aggregate of all other lines of busingss (Col. 12).........ccccveeerveeirveeerieeseeeeseienns

TOAI (COL 1)..evicviereictis ettt sttt s neensen s bansenaes

1
2008

2007

1,218,910
9,405,672

5,370,914
9,686,070

.............. (199,901)

............... 173,890

............... 196,723

.............. (199,901)

............... 173,890

............... 196,723
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Ex. of Life Ins.-(Lines 1-23)
NONE

Ex. of Life Ins.-(Lines 24-26)
NONE

Ex. of Life Ins.-(Lines 27-35)
NONE

Ex. of Life Ins.-(Lines 36-40)
NONE

Ex. of Life Ins.-(Lines 41-45)
NONE

Ex. of Life Ins.-(Line 46)
NONE

Ex. of Life Ins.-(Line 47)
NONE

Ex. of Life Ins.-(Lines 48-52)
NONE

Ex. of Policies - Supp. Contracts
NONE

Ex. of Policies - Annuities
NONE

Ex. of Policies - A&H Ins.
NONE

Ex. of Policies - Deposits Funds & Dividend Accumulations
NONE

25, 26, 27
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SCHEDULE T - PREMIUMS AND ANNUITY CONSIDERATIONS

Allocated by States and Territories
1 Direct Business Only

Life Contracts 4 5 6 7
2 3 Accident and Health
Insurance Premiums, Total
Active Life Insurance Annuity Including Policy, Mem- Other Columns Deposit-Type
States, Etc. Status Premiums Considerations | bership and Other Fees | Considerations 2 through 5 Contracts
1.
2.
3. Arizona....
4. Arkansas.
5. California.
6. Colorado......
7. CONNECHCUL.......coevevrieieieiese e
8. DEIAWAIE......c.vveieeeee e
9.  District of Columbia.
10.  Florida........ccovv.u
1.
12.
13.
14,
15.
16.
17.
18.
19.
20.
21.
22. Massachusetts
23.  Michigan...... .
24, MINNESOLA.....vcerrireieieieiee e nrees
25, MISSISSIDPI...cvvuevcvericreieiiieisiese et
26. Missouri... .

27. Montana..
28. Nebraska.

30.  New Hampshire..
31.  New Jersey.....
32.  New Mexico.

33.  New York.....

36. Ohio.............
37, OKIANOMA.......oovevcrceie et
B T O (T o o OO

39. Pennsylvania...
40. Rhode Island...
41.  South Carolina
42, SoUth DAKOLA.........cvivivereeiercreie s
43. Tennessee...
44, Texas...

46. Vermont...
47.  Virginia....
48.  Washington.
49. West Virginia...

50, WISCONSIN......ovieiecriieie ettt
51, WYOMING...oiviiiiiieeeicetcee et

52.  American Samoa.

53.  Guam..............

54, PUEIHO RICO.....ccvvieieiieeieiecee e

55, US Virgin Islands
56. Northern Mariana Islands

58: Aggregate Other Alien.

59, SUBLOLAL......ivieeicieieiee e

90. Reporting entity contributions for employee benefit plans........
91. Dividends or refunds applied to purchase paid-up

additions and aNNUILIES. ..o s e XXX evire [ e [ e | et | srrerisieses st | s esnes (01 O
92. Dividends or refunds applied to shorten endowment or

Premium paying PEHOC..........c.cueveeieveeirerieieissiese s e XXX s [ [ e | s | eseseesnsenenns | e [0
93.  Premium or annuity considerations waived under

disability or other contract provisions.............cccoeveveerreverennes e XXX s [ [ e | s | s | e [0
94.  Aggregate other amounts not allocable by State...................... e XXX s | s [ I (0] (U1 I {0 I [V I 0
95.  Totals (DireCt BUSINESS)......ccevvrvierrieieireieieieissie e
96. Plus reinsurance assumed..
97. Totals (All Business)...........

98. Less reinsurance ceded...........ccoovvrriiinnnns

BBO2. et
BB03. e .
5898. Summ. of remaining write-ins for line 58 from overflow page... | ....
5899. Total (Lines 5801 thru 5803 plus 5898) (Line 58 above)..........

9498. Summ. of remaining write-ins for line 94 from overflow page...
9499. Total (Lines 9401 thru 9403 plus 9498) (Line 94 above).........

Explanation of basis of allocation by

(@) Insert the number of "L" responses except for Canada and Other Alien.
(b) Column 4 should balance with Exhibit 1, Lines 6.4, 10.4 and 16.4, Cols. 8, 9, and 10, or with Schedule H, Part 1, Column, Line 1. Indicate which:

48
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SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES OF INSURER MEMBERS OF A HOLDING COMPANY GROUP
PART 1 - ORGANIZATIONAL CHART

[ (Insurance)
| |

— 1002

Mid-West National Life Insurance
Company of Tennessee
{Life Insurer — TX)
FEIN #62-0724538
NAIC #66087

ORGANIZATIONAL CHART FOR HEALTHMARKETS
HOLDING COMPANY SYSTEM AS OF DECEMBER 31, 2008

Blackstone
Investor Group

T
55.6%

Goldman Sachs
Investor Group

T
22.8%

DLJ
Investor Group

T
14%

HealthMarkets, Inc.
(Holding Company — DE)

HealthMarkets, LLC
(LLC-DE)

United Group Reinsurance, Inc.
(Insurance — Turks & Caicos Islands)
FEIN #75-2583080
NAIC #AA-0050982

The MEGA Life and Health Insurance
Company
(Life Insurer — OK)
FEIN #59-2213662
NAIC #97055

HealthMarkets Insurance Company
(Life Insurer — OK)
FEIN #23-2850522
NAIC #92908

Fidelity First Insurance Company
(Property & Casualty Insurance
Company — TX)

FEIN #75-2667578
NAIC #11134

The Chesapeake Life Insurance
Company
(Life Insurer — OK)
FEIN #52-0676509
NAIC #61832

HealthMarkets Administrative
Services, Imc.
(Corp — DE)

— 100%

Benefit Administration for the
Self Employed, L.L.C.
(LLC — lowa)

— =0%

L

HealthMarkets Lead
Marketing Group, Inc.
(Corp - DE)

|- o0

Grapevine Finance LLC
(LLC-DE)

b= 1002

- ]
(Non-Insurance)

United Management
Services, Inc.
(Corp — NY)

1002

ZON Re —USA, LLC
(LLC — NV¥)

New United Agency, Inc.
(Corp — DE)

[ 10086 ™}

UICT Funding Corp. 2
(Corp — DE)

Performance Driven
Awards, Inc.
(Corp - TX)

— 100% [

CFLD-I, Inc.
(Corp — DE)

The National Student
Association, LLC
(LLC - TX)

— 100%; =

Success Driven Awards, Inc.
(Corp — TX)
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